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From The Editor 
F EVERY INDIAN SAVED EVERY SINGLE RUPEE HE OR SHE 
earned over the past one year, the corpus weuld 
add up to a little under $1 trillion (Rs 48 lakh crore). 

If this entire sum of money were to be handed over to the 

global financial system as a rescue package, it would sull 






















fall short of the requirement by at least $500 bi Hon 
(Rs 24 lakh crore). This is the scale of financia! crisis t 

faces the global economy. Yet, the concern is n: 
about the size, but also the spread and shape of 
crisis. e the time this i issue - 07 T oday went tO 





This raises one LEA ፣፡ for us in 5 
communications business: how definitive and clear can, 
our coverage be in an ever-changing and uncertain sit- 
uation? A situation in which even those in the throes 
the crisis (central banks and other policymak 
reviewing and revising their opinions and strategies almost 
every few hours? Our primary task was to understand the 
magnitude of the crisis and give you the most. updated 
assessment of its impact on 
India. The 23-page package 
of cover stories (divided into 
eight small and easy-to-read 
features) attempts to do 
exactly this. The spread of 
our offering ranges from a 
country-by-country assessment 
of the financial crisis to the 
diagnosis and prognosis of the 
liquidity shortage (including 
stock market) and a small 
pointer to the opportunities 
the crisis has opened up for Indian companies. 

When taking a call on impact, keep in mind that tl 
Indian economy was already in a slowdown at lc 
since early 2008. The best proof of this is in the quarte 
job outlook survey that Business Today does exclusively 
with TeamLease (see page 146). In all except one of the 
seven sectors tracked, the job outlook for the October- 
December quarter has fallen to the lowest levels in two 
years. The survey was conducted just before the financial 
crisis broke in mid-September. This brings us to the 
second caveat in estimating the fallout of the crisis- 
it jobs, or incomes, or GDP, we are witnessing only à 
in growth rates and not negative growth. 

If you want to escape the overdose of gloom, we 
recommend two features. One is on the growing 
popularity of the online social networking websites 
in corporate India (see page 96) and the other i 
the CPI(M) running entertainment businesses in Keil 
At a time when some of the oldest capitalist institutions 
are trembling, it's- interesting : to find communists turn- 


ing capitalists, م‎ at. least in some ways. 
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Financial Crisis: Weathering the Storm 
| The global financial crisis has stalled the growth 
| engine across the world. However, experts say 
the fundamentals of Indian economy are strong, 
and that most emerging nations will be able to- 
weather the storm. Business Today correspon-. 
dents analyse the developments, and the linkages 
Î to India. Are Indian banks prepared to deal with 
= the non-performing assets that are slowly but 
surely piling up? What does the slowdown mean 
i to you? Read on. 
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Women on Top 

GETTING TO READ ABOUT SO MANY ALPHA 
women came as a much-needed shot 
of inspiration for millions of work- 
ing Indian women (BT cover, Most 
Powerful Women in Indian Business, 
October 19). As a working woman 
myself, it gladdens my heart to know 
that all of these businesswomen have 
not only successfully broken through 
the glass ceiling, they have also proven 
themselves to be as professionally 
smart and competent as the best busi- 
ness leaders in the corporate world. 





PUJA CHANDRA, through e-mail 





Learning the Hard Way 
YOUR EDITORIAL LET’S DRAW THE 
Right Lessons (BT, October 19) 
shows the sense of complacency 
that is the bane and the Achilles’ 
heel of our political class as a whole. 
As the world continues to reel under 
the impact of the ever-widening 
global financial meltdown, many 
of our politicians, particularly those 
from Left, are not above gloating 
over this crisis, thinking of it and 
calling it as a largely American- 
European malaise. Call it either 
their naiveté or plain ignorance, 
the truth is that should India be 
able to avert the full brunt of this fi- 
nancial maelstrom, it would do so 
only by the skin of her teeth, and, 
that too, by default and not by de- 
sign. The fact that India is not yet 
fully “globalised” could be the rea- 
son why we may come out of the fi- 
nancial crisis (largely) unscathed— 
not by choice, but more by default. 
ASHOK JAYARAM, through e-mail 


An Eye Opener 

YOUR EDITORIAL LET'S DRAW THE 
Right Lessons (Br, October 19) on 
the aftermath of us financial melt- 
down, cautions us about drawing 
the wrong lessons for India. We 
still need to push forward the re- 
forms process rather than pay heed 
to Leftist politicians blowing their 
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own trumpets and taking credit for 
the comparatively cushioned im- 
pact of the crisis here. Unfortunately, 
we are now seeing political expedi- 
ency getting the better of economic 
compulsions, pushing development 
to backburner—the fiasco over the 
Tatas’ small car project at Singur 
being a prime example. At the same 
time, let us not forget that even 
good institutions can go disastrously 
wrong in the hands of wrong indi- 
viduals. Remember, that till only a 
few days ago, when the going was 
good, Lehman Brothers, and others 
of their ilk were called “star سرعم‎ 
formers”, only to be dubbed “fail- 
ures” when markets turned gloomy. 

SRINIVASAN UMASHANKAR, through e-mail 


Finally, it’s Tata to Singur 

NOW THAT THE TATAS HAVE FINALLY 
pulled out of Singur, will politi- 
cians like Mamata Banerjee finally 
learn their lessons? (Tata’s Options, 
BT, October 19) It was typical of 
the lady, who after initially agreeing 
to the political agreement and the 
compromise formula arrived at the 
behest of the state’s Governor, 
Gopal Krishna Gandhi, backed out 
at the last moment. Now that West 
Bengal has been left poorer by 
Tatas’ forced exit, wouldn’t it be in 
the fitness of things if Banerjee and 
her Trinamool Congress meet their 


comeuppance by being summar- 
ily rejected by voters of West 
Bengal and Singur in the forth- 
coming state elections? That will be 
an object lesson for the adamant 
lady for stubbornly refusing to 
heed public opinion and for ig- 
noring the political consensus. 

SUBHASH CHANDRA AGRAWAL, through e-mail 


Hitting the Stride 

THE MANY INTERESTING FACETS ABOUT 
Anand Mahindra stand out in 
Mahindra’s New Growth Engines 
(BT, October 19). The man is a real 
McCoy, considering the innovative 
and unique ways in which he is pur- 
suing the scope for increased business 
and volumes in both the domestic 
and export markets. His dual strat- 
egy of exerting strong control over 
the operational chain while being 
flexible and allowing functional au- 
tonomy to product heads speaks of 
business subtlety and imagination. 
The company has been able to out- 
flank its rivals by successfully work- 
ing on modified customer demands, 
shoring up its export window and by 
tying up with global automobile 
giants for strategic partnerships. 

B. RAJSEKARAN, through e-mail 
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DELHI & NCR: Select Citywalk Mall, Saket. Tel: 011-40534565. Ambi Mall, Ambience Island, NH8, Gurgaon. Tel: 0124 4665469 
MUMBAI: Shop No.3, Chowpatty, Marine Drive. Tel: 022-65180210. We are also available at: Central, Oberoi Mall, Goregaon (E) 
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Presenting 


The Commonwealth Games Village 2010. 
The finest address in the heart of Delhi. 
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The Commonwealth Games Village 2010 - Residential Complex: global living inspired by an international event and developed 
by Emaar MGF*. Located next to Akshardham Temple and just minutes away from the capital’s central business district, the 
Commonwealth Games Village 2010 is the finest landmark address in the heart of Delhi. It will undoubtedly be one of Delhi's 
finest concepts in luxury living with 7096 greens and open landscape. With 2 to 5 bedroom apartments to match your expectations 
and aesthetics to suit your attitude, it'll set new standards in fine living. 


Corporate Office: Emaar MGF Land Limited, ECE House, 28 Kasturba Gandhi Marg, New Delhi 110 001. 
Tel.: (+91 11) 4120 3444, 4152 1155. Fax: (+91 11) 4152 4619. Email: enquiriespemaarmgf.com 


*Under DDA Project Development Agreement. Artistic rendering shown. All images and features are indicative only and are subject to change in the best interest of the development. 
Possession will be given after the Commonwealth Games 2010. "Emaar MGF" logo and associated device thereof is a service mark of Emaar MGF Land Limited. 


٠ Adjacent to Akshardham Temple * Next to the proposed Metro Station * Easy access to and 
from South & Central Delhi e Adjoining DDA Sports Complex with facilities as per Olympic 
standards © Clubhouse, 30 m lap pool, tennis & basketball courts e Health Club with fully 
equipped gym e Community centre with library e State-of-the-art security system * 100% power 
back-up & treated water supply * Kids crèche and tot-lot with play area * Green Building 


Bookings open for Commonwealth Games Village, Residential Complex. 


Visit to the Games Village to view model apartments is by invitation only. 
For a personalised site visit contact: (+91) 99580 21122, (+91 11) 2270 1010, 2270 1012, 2270 1001. 
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Time to Dream Really Big 


Immense power is acquired by assuring yourself in your 
secret reveries that you were born to control affairs. 
Andrew Carnegie 


is yet quite sure of what the emerging global 

power architecture will look like in the 21st 
century. But a few things will remain constant. The 
United States, the European Union and Japan will 
remain dominant players; China, which has emerged as 
a new pole, will definitely become more important in 
the years and decades to come; and a rejuvenated 
Russia will reclaim its position as a Class I power. 
Where does that leave India? And what can New 
Delhi do to project itself more 
forcefully on the world stage? 

The beginning and end of 
every epoch has been marked 
by a major crisis—usually a dec- 
isive war—and widespread 
chaos. In the latter half of the 
16th century, Spain, under King 
Philip, was clearly the dominant 
global power. But his ill-fated 
plan to invade England led to a 
decisive defeat of the 130-ship 
Spanish Armada in 1588 and 
catapulted Elizabethan England 
into the ranks of global super- 
powers—a position she consoli- 
dated and held—despite chal- 
lenges from Napoleonite France 
in the early 19th century, the 
Ottoman Empire off and on and 
Czarist Russia during Queen 
Victoria’s reign. 

Pax Britannica, during 
which England was the unch- 
allenged master of the world 
following the Battle of Wat- 
erloo (1815), courtesy its control of all the world’s 
major sea lanes, prevailed for a little more than the 
next 100 years, till the end of World War II when it 
was replaced by a two-power system. This, in turn, 
gave way to “Pax Americana” in the early 1990s, 
when the Soviet Union and the entire Stalinist- 
communist architecture collapsed into chaos 
under the weight of its own weaknesses. 

In many ways, the global financial meltdown we 
are witnessing now could presage the passing of the 
American epoch. Already, the US is showing every sign of 


T HE OLD WORLD ORDER IS CHANGING, BUT NO ONE 


RAMEN SARKAR 
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India has a unique opportunity to 
project both hard and soft power and 
establish its own sphere of influence 


imperial overreach—its much vaunted military is bogged 
down in two attritional wars in Iraq and Afghanistan, and 
its industrial and financial might will, without doubt, get 
emasculated by the fallout from the subprime crisis. 

It is in this context that the Indo-us nuclear deal 
assumes importance beyond the obvious. The letter 
of the pact deals with energy security, an impor- 
tant ingredient of temporal authority, but it is the 
spirit of the deal that can, potentially, lift India into 
the club of the world’s major powers—as a full 
member. By recognising, albeit indirectly, India’s 
right to maintain and develop nuclear weapons (un- 
der the deal, only the right to test N-weapons is a grey 
area), the world has, in one step, de-hyphenated 
India from Pakistan and cou- 
pled it with China. 

From here on, whether the 
Left and other assorted bleeding 
hearts like it or not, India will be 
seen as a counterweight to the 
communist giant—something the 
leadership in Beijing has spent 
more than half a century trying to 
stop. In the early years of India’s 
Independence, when Jawaharlal 
Nehru's prestige and vision was 
positing India as China's rival for 
leadership of what was disparag- 
ingly called the Third World, Mao 
Tse Tung and Zhou Enlai con- 
spired to inflict a crushing military 
defeat on this country in 1962 
and put paid to its ambitions of 
emerging as the Asian leader. 

Now, as China's rise causes 
disquiet and unease in capitals 
from Washington to Bangkok to 
Kuala Lumpur to Tokyo, the 
global economic crisis and the 
nuclear deal present India a 
unique opportunity to project both hard and soft power 
and establish its own sphere of influence. The govern- 
ment should not only focus on *weathering the storm" 
as Finance Minister P. Chidambaram has promised, it 
should utilise the power vacuum, however small, that 
will inevitably emerge from the global meltdown and the 
prestige it has gained from the N-deal to position India 
as yet another major pole in world affairs. But for that, 
it will have to show more of the spunk Prime Minister 
Manmohan Singh displayed in pushing the N-deal 
through. Now is the time to dream really big. m 
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You focus on exports. We cover the risks. 


Export Credit Guarantee Corporation of India Ltd 
(A Governmont of india Enterprise) 


Express Towers; 10th Floor; Nariman Point, Mumbai 400 021, India. | 
'ecgcán * Visit us 
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Mumbai: (022) 2657 2740 * Chennai: (044) 2849 1013 + Bangalore: (080) 2558 9775 * Kolkata: (033) 2282 2 





Sweets, Chocolates, Wine... State of the Past. 


Dl hos of the Art. 


Beetel cB 67000 LAER | MOTOROLA ZN5 SANYO VPC $870 POLYCOM C100 


* Slimmest Cordless Phone | * Camera Co-Developed * 8 Mega Pixels Camera | * High Definition Speakers 
* Built-in Answering Machine with Kodak * 24 inch LCD | for VOIP Calls 

* Storage Capacity of up to * 912 MB External Memory À ieri aed | * Easy Plug 'n Play 

99 Messages | * Stereo, FM Radio and * Electronic Anti-shake * Portable Hands-free 


Bluetooth * ISO 1000 Conversation 





Bharti Teletech presents the widest array of Corporate Gifts, from Landline, 
Cordless & Mobile Phones to Polycom Communicators and Digital Cameras. 
And as for the deals, you won't believe your ears when we tell them to you. a 


Prices start from Rs. 295/- 


Bharti Teletech Limited 
Website: www.beetel.net 


beete] Q mororoLa $¥ POLYCOM SANYO 


Contact Details: North — Chhaitanya Wanchoo 9810483254 chhaitanya.wannchoo@beetel.in 


West — Elvis Carvalho 9867047976 elvis.carvalhoGbeetel.in East - Jyotish Dutta 9007011774 jyotish.dutta@beetel.in 
South - Mr. Yajnesh Aithal 9880101701 yajnesh.aithal@beetel.in. 
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INSTAN TIP 


The fortnight’s burning question. 





The Gap Is Growing 


The rising rupee is negating the gains from falling oil 
prices and increasing the trade deficit. PUJA MEHRA 
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INVASOD HSAWN 


Trade deficit: It will add to rising cost of imports and squeeze margins 


of cause and effect. The currency depreciation has created a 
record deficit, which, in turn, is pushing the rupee value down fur- 
ther. By the end of August 2008, India's merchandise trade deficit had hit 
an all-time high and was projected to swell to more than 10 per cent of 
GDP by the end of 2008-09. India's import bill exceeded its export 


F ALLING RUPEE AND RISING TRADE DEFICIT ARE LOCKED IN A SEQUENCE 


oC‏ كرد 
GINHOS‏ 


earnings by $14 billion (Rs 67,200 crore) in August 2008, taking the deficit hee’: 

for the April-August period to $49 billion (Rs 2,35,200 crore). The fig- Brie as አደ dees 

ure for 2007-08 was $80 billion (Rs 3,84,000 crore). With few signs of | Mariachi | sao E 

encouragement from the global economic environment, the prospects of conr do present an acquisition 

any improvement in the external balance appear dim at the moment. opportunity. Indian auto and auto 
India’s trade deficit continues to bear the brunt of expensive oil imp- ancillary, engineering and IT com- 

orts, which, according to Commerce Ministry data, stands at $46 billion panies are increasingly looking to 


(Rs 2,20,800 crore), despite the recent easing of global crude prices. The grow the inorganic way. Some of 
loss in the purchasing power of the rupee, which has depreciated 17.3 them may be tempted to make an 
per cent against the dollar since the beginning of the financial year, is acquisition now. 

keeping the oil import bill high. On the other hand, the rupee's sharp COMPILED BY MANU KAUSHIK 
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weakness—which, theoretically, makes exports more competitive—is 
yet to buoy exports in a significant way. The slowdown in global 
demand seems to be taking a toll on exports, which rose only 27 per 
cent in August, against the year-to-date growth of 35 per cent. 
Adding to the import bill and, thus, to the ballooning trade deficit 
is the strong growth in non-oil imports of fertilisers, chemicals, coal, 
non-electronic goods, agro-products, engineering goods and auto 
components. On the whole, imports grew 51 per cent in August. 
The Prime Minister’s Economic Advisory Council (EAC), too, has 
projected a trade deficit of $134 billion (Rs 6,43,200 crore) or 10.4 per 
cent of the Gpp. The ballooning of the trade gap is, in turn, feeding into 
the current account deficit, which, the EAC expects, will nudge the 4.5 
per cent-of-GDP mark for the April-September 2008 period. In its review 
of the economy in July, the 


Council had attributed the steep 


Grim Scenario | | rise to the high oil import bill. 
Oil imports and a progressively weakening The parts oolock had face 
rupee are keeping the trade deficit high. cast the aggregate net software 


and business service exports and 
remittances to expand in 2008- 
09 by 28 per cent, slightly less 
than the 31.5 per cent growth 
last year. However, the outlook 
for the global economy has taken 
a beating since. “The merchan- 
dise trade deficit in itself is not a 
cause for concern,” says Rajiv 
Kumar, Director and Chief 
Executive, ICRIER. “But with the 
ai invisibles (earnings by way of 
— software and business service 
exports, remittances from over- 
seas Indians and proceeds from 
inbound tourists) and capital in- 
flows waning due to the global 
slowdown, the overall current 
account deficit will be large.” 
The high current account 
deficit, Kumar fears, may result 
፻፳ Imports ፪፪ Oil imports = Non-oil imports 8፪ Exports "dp large external c den imb- 
B Trade balance Figures in $ billion alance for India. While there is 
Source: Ministry of Commerce, Anand Rathi Research little chance of an upswing at 
present, other than to hope for 
bigger slumps in global commodity prices, the sure shot downside of the 
weakening external account will be a further slide in the value of the ru- 
pee. This will push up costs for import-led sectors and squeeze profit 
margins. Export-led companies replying on imported inputs and raw 
materials, too, may find their competitiveness impaired. The research 
and brokerage outfit, CLSA, for instance, has already raised its December 
target for the exchange rate to Rs 50 per dollar. Says Kumar: “If the 
central bank chooses to defend the rupee, there could be considerable 
drawdown of the reserves and an ensuing loss of confidence.” 
So, what it wins on the swings, it will lose in the roundabouts. There 
seems to be no easy way out of this conundrum. 
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the world. 


Where does Y&R go from here? 

We have good talent. We have 
174 offices and staff strength of 
7,000 across the world. As an 
agency, we are lot more visible 
now. This year, I am expecting 
revenues of $1.1 billion, up from 
$800 million last year. 





vive by ‘sticking to the rules of 
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JAMES BOND'S CHOICE. 


DMEGA BOUTIQUES: Delhi : Mumbai : Bangalore : Chennai 
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The Big Fall 


The turmoil in the stock markets has taken a heavy toll on India’s 
billionaires. The fortunes of the 10 richest Indians at the beginning of the 
year have shrunk quite dramatically.* CLIFFORD ALVARES 


Mukesh Ambani, Reliance Industries 


Anil Agarwal, Vedanta 


Ramesh Chandra, Unitech | Azim Premji, Wipro 


Tulsi Tanti, Suzlon | G.M. Rao, GMR Group 


*Figures (in $ billion) are based on the value of holdings in listed Indian companies. L.N. Mittal, the world’s richest Indian, is not on 
this list as he does not have any listed company in India E jan. 1, 2008 ፪፪ Oct. 8, 2008 Percentage fall (in dollar terms) 
Source: CMIE Prowess 


The higher one goes, the harder the fall. These billionaires, and, indeed, 
all the dollar billionaires in India have lost massive amounts. B.M. 
Munyal, Chairman of Hero Honda, was the most fortunate. His fortune 
has been pared by a mere 1 per cent. 
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OF NOTE 


ae cum operational 
“ሬና that Indian airlines are . 
expected to suffer in 2008. 
The global aviation industry is 
ones to lose $4.1 billion 
(በ 13, 680 crore) 


. ሬዴሥሠ- ام ل‎ — MM ÀÀ መመመ — À— 


58. 8 billion 
(Rs 42,240 crore) 


The amount of money 
Fils have pulled out of 
the Indian stock 
markets till the end of 
September 2008 


$42 billion 
(Rs 2,01,600 crore) 
The value of investments in 
US subprime mortgages that 
investment bank UBS had to 
write off, the highest by any 
bank in Europe 
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SWISS, we offer a choice of 69 flights to our 


European hubs in Frankfurt, Munich and Zurich. 





For more details, loq on to www.lufthansa.com 
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Tugging at Your Heart Strings 


UST CONSIDER A RECENT EXAMPLE: A 

Union Bank of India ad (created by 
Mudra) shows a little girl who has lost a 
tooth, being consoled by her older 
brother. The ad drives home a message of 
dreams that are shared. 

There are many such instances of 
ads for psus that have resorted to ei- 
ther celebrities as brand ambassa- 

dors, or, have driven home the point 
with an emotive con- 
nect. What’s the big 
story here? “In in- 
surance, the compe- 
tition has intensified 
and it’s important to 
build an emotional 
connect,” says D. 
Rajappa, President, 
Everest Brand 
Solutions, part of the 
Rediffusion Group. 
Everest has worked 
on the advertising of Indian Overseas Bank. Its brief was to create 
an emotive ad that highlighted the trust the bank enjoys with its 
customers. 

Says Ashvin Parekh, National Leader (Financial Services), Ernst & 
Young: “Banking ads have been very product-led in the past, but 
people are savvier now. They need a bigger reason to connect. Also, we 
have noticed that often, the advertising for a bank is triggered off by 
a very specific motive.” The motive is usually a rebranding exercise or 
a name change. 

The best examples are those of Bank of Baroda, which used 
cricketing icon Rahul Dravid to re-position its brand and Axis Bank, 
which changed from its earlier avatar of UTI Bank. Sometimes, of 
course, the other trigger could be something as big as the WTO pact 
(that will see the entry of more competition in the financial services 
segment next year). “PSU banks have ensured that foreign banks do 
not go one up on them by acting as a ‘banker’s bank’ and have up- 
graded their offerings as well," Parekh says. Observers suggest that 
by 2009, ways of communication could get more specific in banking 
and ads will, perhaps, talk of specific strengths. 

In insurance, too, competitives pressures have led to ads with an 
emotive connect. This is already visible in ads of firms like Max 
New York Life where the parents of a child get the baby to say 
"Czechoslovakia" as the catch-line says Karo Zyada ka Irada 
(Decide on More). The ad has been done by Ogilvy & Mather. A 
similar ad by Contract for Aegon Religare Life Insurance harps on 
KILB (Kam Insurance Lene ki Bimari; or the disease of taking in less 
insurance). Clearly, there's a point being made here. 

SHAMNI PANDE 














Ads for PSUs: Building an emotional connect 


24 BUSINESS TODAY NOVEMBER 2 2008 


OUT IN THE 
OPEN 









rab: 1519 +Š 1 


Hyderabad w ine shale size 
m 14,574 in 175 locations. 

. The study also found that the - 
average weekly reach of 008. 
networks in Mumbai, Delhi, 
Bangalore and Pune stood at 
5.46 million, that up to 90 per 
cent of the audience across 
Mumbai, Delhi, Bangalore, Pune, 
Chennai and Hyderabad recalled 
OOH screens, up to 90 per cent 
of the audience surveyed recalled 
ads being played on the OOH 
screens, and that average pres- 
ence of SEC A (Socio Economic 
Classification) audiences in all 
the locations was 60 per cent. 
SHAMNI PANDE 


The Italians never forgot colour, 
even in the days of black and white 
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TOP OF MIND 


Now, Shop Online for Loans 


What is it? It’s an online financial marketplace, called www.bankbazaar.com, 
which individuals can visit for home loans and personal loans. 


What's so special about it? It’s the first and, according to its promoters, 
the world’s only online marketplace where you can get instant, and 
best, quotes from India’s top banks, 
compare offers and apply online for 
loans, at no cost. 


Are there any other advantages? The 
CEO of bankbazaar.com claims that the 
site gives you the complete break-up of all 
charges anc interests that the bank will 
charge upfront—something, he says, 
most banks and DSAs don’t disclose 
unless you know the right questions to ask. 


Which banks or NBFCs can you reach through this site? It has been 
launched in partnership with HDFC Bank, ING Vysya, Deutsche Bank, ABN 
AMRO, Kotak Mahindra Bank and Reliance Consumer Finance. 


Is it any good? Be your own judge and check out if the home loan rate you 
get on this site is better than what you get from same bank's branch near 
your home. 





SHAMNI PANDE 


ግ Get Paid to Receive SMSes 


What is it? A free SMS service from 
YouMint, started by Ankush Johar, 
who claims to have pioneered the con- 
cept in 2002. Since then, Johar has 
moved to England and YouMint is his 
third entrepreneurial venture in the 
telecom space. 


So, what’s new? Unlike other free SMS 
offers, YouMint increases the number of 
free SMSes to each member based on 
the number of people they refer to this 
service. It also says you'll get paid every 
time a referral takes a look at the 
embedded promotions and advertise- 
ments. It's pretty much like the mobile 
and online market taking a leaf from 
direct selling companies 


How much will you get? Each time a promotional SMS is delivered to your acc- 
ount or an e-mail is opened, a member will get 20 paise per message, a referral 
will get 10 paise and a referral's referral will get 5 paise. 


RAHUL SACHITANAND 
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ECONOMY 
WATCH 





Figures in per cent | Source: RBI 
Lending and deposit rates rise in 
tandem, but always with a spread 
of 2-4 percentage points between 
the two. This spread is what 
drives profitability for commercial 


banks. A cold comfort for the in- 


dustry reeling under a high lending 
rates today is the fact that these 
rates were nearly 20 per cent 
in 1993-94. 

COMPILED BY MANU KAUSHIK 


Every now and again 

a player appears on the 
scene who will change the 
way the game is played. 


x Like RE RBS S Global اد‎ Atiblesiido Sachin Tendulkar, we believe that actions speak 

- louder than words. That's why we've become one of the largest banks in the world 
witha reputation for helping customers get things done. To find out how we are - 
1 changing t the face of banking i in India visit www. rbs.i in or call 1800 209 2345. 


Make it happen’ 





The Royal Bank of Scotland Group 
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A bird’s eye view of what's hot and what's 
P-WATC ፉና not on the government’s policy radar. 
LIBERALECB NORMS ONTHE CARDS 


HE GOVERNMENT IS CONSIDERING A FURTHER RELAX- 
3 in the external commercial borrowing (ECB) 
norms. The Finance Ministry is consulting the Reserve 
Bank of India (RBI) to work out the new policy. Says a 
senior official: “Given the liquidity crunch, we feel 
there is case for further easing of ECB norms.” While 
the government has recently relaxed overseas borrow- 
ings limits, the restrictions imposed in 2007 to control 
RBI Governor D. Subbarao surging dollar inflows have not been rolled back com- 
pletely. Now, the government plans to revert to last year’s levels. Presently, 
companies outside the infrastructure sector can borrow a maximum of 
$50 million (Rs 240 crore). Infrastructure companies can borrow up to 
$500 million (Rs 2,400 crore), subject to RBI approval. 





RISHI JOSHI 


REPRIEVE FOR ADINDUSTRY 


HE ADVERTISMENT INDUSTRY WILL SOON BE EXEMPT FROM PRESS NOTE 1 
7 done This will make mergers and acquisitions involving for- 
eign companies simpler. Under Press Note 1, a foreign company has to get 
the approval of a local partner to start a parallel business in India. Now 
this will be no longer mandatory. The gov- 
ernment is pushing ahead with the proposal 
as it believes there are several sub-sectors of 
advertisement industry, which are inde- 
pendent of each other and have little clash of 
interest. The Department of Industrial 
Policy and Promotion (DIPP) is now working 
on the proposal. The government has 
already exempted the information technol- 
ogy sector from Press Note 1. 





PRESS NOTE 1 
NORMS RELAXED 


Ad industry to be exempted 


from Press Note 1 regulations | 


It will make M&As simpler 





Govt believes there 15 little 
clash of interest between 
sub-sectors of the industry 

















RJ 
How Times Have Changed 
THEN NOW 
“India can also “If the global financial 
realistically hope to crisis causes a —— 
target a growth rate recession in the main 
of 10 per cent economies, this will 
per annum” እ compromise our 
Manmohan Singh | «si exports" 
idend Manmohan Sing 
conference ru Minister, 
of Cll in 2006 in an interview to French daily Le 


Figaro recently 
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Officials remain optimistic that 
the Indian economy will 
expand by around 8 per cent in 
2008-09. They believe the 
Indian growth story is driven 
by domestic consumption, 
which is unlikely to be severely 
impacted. Even exports, they 
point out, have been resilient. 


. Says a bureaucrat: “The rupee 


depreciation is helping exports. 
We should be able to weather 
the storm.” 

RJ 


TALEBEARER 





HSOHD 1115 


INVHVS `S IAVM 


HIRANANDANI 
PALACE GARDENS 


CHENNAI 


YOUR DREAM DESTINATION! 





A new world awaits you at Hiranandani Palace Gardens. Situated at Singaperumal Koil, near Oragadam, 
the new growth corridor of Chennai. Stylish, comfortable apartments. An ultra-modern office park. World-class 
schools and healthcare facilities. Exciting retail, entertainment and hospitality destinations. An oasis of elegant 
living set in tranquil green surroundings. Turn your dreams into reality. Come home to a whole lot more 
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RESIDENTIAL | BUSINESS PARK | SHOPPING MALLS | ENTERTAINMENT | HOTEL AND CONVENTION CENTRE | HOSPITAL | SCHOOL | RECREATION FACILIT 


IN ASSOCIATION WITH 
INDIA: 1800 103 3333 (Toll Free) 


cítibank MUMBAI: 2571 9555 | Milind: 98231 66443 

CHENNAI: 2431 1000 / 4285 5000 | Nazeer: 98848 11044 

Site Sales: 2715 3000 / 3016 | Email: info@palacegardens.com 
f? ICICI Home Finance SMS: 'HIRCO' at 56767400 | Website: www.palacegardens com 
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Maruti-Suzuki A-Star 

Redefining Small 

Maruti's newest small car may not look as radical as the jazzed- 
up version shown at the Auto Expo, but it will be a challenger 
for the small car crown and offers extreme fuel efficiency. 


Expected Launch: November-December 2008 
Expected Price: Rs 3-3.5 lakh ፲፻ 
Competition: Hyundai Santro, Chevrolet Spark 
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— Loan crisis? Market slowdown? 
Commodity prices out of control? 
While these questions are frightening bankers 
and brokers across the world, automobile 
= manufacturers are carrying on, all guns 
blazing, with their aggressive launch 
` Schedules. This is just a sampling of the cars 
. Scheduled for launch over the next six months. 
Ed -— | KUSHAN MITRA ; 












TO BE PRECISE 





“The fellow on the other end, 
usually the CEO, says: *The 
market looks at us as a toad. 
Berkshire Hathaway is looked 
at as a princess. And if you 
would just kiss us, we would 
turn into this handsome 
prince.’ And I say: ‘No, we 
would turn into a toad" 
Warren Buffett, Chairman عق‎ CEO, Berbsbir. 
Hathaway, in Fortune 


“We have always suffered from 
the worst perception” 


K.V. Kamath, CEO & MD, ICICI Bank, to Agencies 


“There is a storm blowing across 
the world. India will be affected to 
some extent, although indirectly, 
but Indian business and industry 
have placed India in a situation 
where we can weather the storm. 
We will remain vigilant” 


P. Chidambaram, Finance Minister, in Business Standard 


“When the US and Europe are struggling 
with the financial turmoil, India is still 
going strong. There's no gloom in India, 
instead there's a boom" 

Kamal Nath, Commerce and Industry Minister, to Agencies 


“It does cause considerable 
surprise when a ministry 
intervenes in court to help 
a private player (RIL) but 
scrupulously keeps 
away when it comes to 
protecting the rights of 
NTPC? 


Anil Ambani, Chairman, 
Reliance ADAG, in DNA 
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bt noted 


RANKED: SBI, 
which has assets of 
over Rs 7 lakh crore, 
57th in the list of 
the world’s Top 
1,000 banks this 
year, by the UK- 
based banking publication The Banker. 
SBI was ranked 70th last year. 





INCREASED: In the first half of 
the current financial year, direct tax 
collections, to Rs 1,47,197 crore, 
compared to Rs 1,11,055 crore in 
the corresponding period last year. 
Within the direct tax basket, collec- 
tions from corporate tax went up by 
35.65 per cent. 


SIGNED: By India and the EU, a 


into India in the first five months of this 
financial year, despite the global melt- 
down in financial markets. FDI 
inflows in August 2008 were $2.32 bil- 
lion, an impressive increase of 180 
per cent over the figure for the same 
month last year. 


INDIA SLIPS ON 
COMPETITIVENESS 


AGREED: Between India and 
Germany, that the latter will not force 
Indians working on contracts of up to 
four years in that country to pay social 
security tax, provided they continue to 
make such contributions back home. 
The reciprocal agreement, signed in 
New Delhi recently, applies to Germans 
employed in India, too. The agreement 
will benefit 10,000 Indians employed 
in Germany and nearly 5,000 Germans 
working in India, said Overseas Indian 


civil aviation pact that will allow Indian Affairs Minister Vayalar Ravi. 
carriers to operate an unrestricted 
number of flights to European desti- 
nations like London, Paris and 
Frankfurt, besides allowing Indian car- 
riers to enter into code-share arrange- 
ments with European carriers with- 
out seeking government approval. The 
European carriers will also enjoy 
similar facilities in India. 


ELECTED: 
Lakshmi Niwas 
Mittal, Chairman & 
CEO of Arcelor | 
Mittal, as Chairman  - 
of the World Steel 
Association, repre- 
siting a about 180 steel producers from 
across the globe. The association re- 
cently changed its name from 
International lron and Steel Institute. 





RISEN: By 124 per cent to $14.6 
billion, foreign direct investment (FDI) 
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JUST WONDERING... 


HAT HAPPENED TO DILIP CHHABRIA'S PLANS OF 

launching a made-in-India sports car? Well, the 
plan is on track. Speaking to Business Today, 
Chahabria says: "We're currently conducting a 
techno-commercial feasibility study on the car (chris- 
tened S), and if all goes well, it will be launched as 
scheduled by 2011-12." The expected price tag: 
Rs 25-28 lakh. DC Design, Chhabria's company, is 
planing to make only 300-400 cars per annum. 
On his plans on the Ambierod, a hot rod in the tra- 
dition of the great American hot rod cars, Chhabria 
says his model, based on a Rolls-Royce platform, is expected to be delivered 
to a UK customer by October-end. That's not all; his plan to launch a design school 
is also on schedule and the first phase of the school will be operational 
by August 2009, he adds. 


1በና]በ YUVASVHA 





MANU KAUSHIK 
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2 highest budget deficits in the 


high over the year. The country ranked 
109th on macroeconomic stability. 
And despite being one of the fastest 
growing economies, insufficient health 
services and education are limiting 
a more equitable distribution of the 
benefits of India's high growth rates. 
Moreover, its labour market efficiency 
indicators are also poor, the report 
points out. Interestingly, among BRIC 
economies, India ranks only behind 
China, which comes in 30th in the 
GCI, up four positions from last year. 
The other two BRIC economies, 
Russia and Brazil, rank 51st and 
64th, respectively. 

MANU KAUSHIK 














` YOUR NEW BLACK يع‎ WHITE 
PRINTER ALSO DELIVERS 
EXCELLENT COLOR. 


The new HP Color LaserJet CP1215 and CP1515n Printers let 
you print black-only pages for the same cost^ as a HP black & 
white LaserJet. And that's not all, they deliver 22% richer, 
more vibrant colors plus impeccable color consistency trom 
the first page to the last. Impress with color. Save with black & 
white. The next generation of HP Color LaserJets is here 


HP Color LaserJet 
CP1515n Printer 


| HP Color LaserJet 
| CP1215 Printer 


| Rs. 17,299/- Rs. 21,699 /- 
| * Up to 12 ppm * Up to 12 ppm 

| * 264 MHz processor Free: Business Marketing ٠ 450 MHz process 
| * 16 MB device memory * 96 MB expandab! 








Design kit worth Rs.15,000/-* 





352 MB RAM 
HP For more information 
Dial-a- SMS NEW to 57575 
as ere Call 1800 4254 999 or 
3030 44 
Ea 3030 4499 
1800 4254 999 ; š 
Wima (from mobile, prefix your STD code) W AT Do T ዘ Vc D S ۸ y? 
doorstep delivery Visit www.hp.com/in H 0 ANE 5 
‘Compared to HP LaserJet P1505 printer (single function) and LaserJet M1522 MFP/ M1120 MFP. Assuming customer is printing at least 30% of total pages in color with content sir 
les! suite (www.iso.org/jtc 1 /sc28) and overall average job length of three pages. Yields established using ISO/IEC test standards. Actual yields and costs vary considerably dependir 


of color pages printed and other factors. *MRP. *Conditions apply. € 2008 Hewlett-Packard Development Company, L.P. &. 








bt trends 





!HYPED GADGETS 





At a time when the Google phone is generating a lot of hype, we look at 
what happened to six gadgets that were supposed to change the world. 


T.V. MAHALINGAM 


DIGISCENTS ISMELL 


Apart from its odious name-iSmell— 
this product really did not have 
much working for it. Once plugged 
into your comp s PC port, it 
would allow you to sample 
odours of smell-enabled 
websites. For example, 

one could smell the latest 
Davidoff perfume or the 

menu of a restaurant. It has 

disappeared without trace. 


SEGWAY 


At the beginning of the new 
millennium, Dean Camen, the 
inventor of this gadget, had 
famously predicted that the 
machine "will be to the car 
what the car was to the horse 
and buggy." Last seen, an uber 
cool Jeff Bridges was seen on 
one of these in the recent film 
Iron Man. Like him, this 
gadget was also pulverised. 


























APPLE NEWTON 


Despite being among the earliest PDAs in the market and having some 
cutting-edge technology like handwriting recognition (back in 1993, when 
Rihanna was a toddler), the gadget's inability to fit into most pockets and 
the lukewarm reception from geeks almost instantly killed the product. 
Apple waited five years before kissing Newton goodbye. 





ZUNE 


No list on gadgets will be complete without a posting (or should we 
say pasting) from Redmond. Supposedly MS's answer to the iPod, this 
gadget sold about 2 million units by May 2008. Before you say "not 
bad", here's a little cud to chew on: Apple sold over 10 million iPods 
last quarter. 





Gadgets that make you laugh, but not by design, pop up regularly. But it's wise to remember that 
Leonardo da Vinci stuck levers to huge wings and tried to make men fly. Everybody had a belly laugh 
back then. Try laughing at that idea now. 


And Here Are Two Gadgets That Succeeded Beyond Anyone's Dreams 


IPOD AND IPHONE 


Steve Jobs's comeback vehicle as Apple's CEO, the iPod has sold more than 
150 million units, making it the best selling digital audio player in history. 

As for the latest iVersion—the iPhone-it 

, has reportedly captured a fourth of the US 

. smart phone market within a few months - 
- ofits launch. K he | 
3 pt ze in ie | 
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Savvy Investor 


Wipro chief Azim Premji is quietly picking up stakes in companies 
with strong business models. RAHUL SACHITANAND 


YEAR AGO T.G. ‘TIGER’ 

Ramesh, an IT indus- 

try veteran-turned eco- 

tourism newbie, found 

himself face-to-face 

with Azim Premji, Wipro’s 

Chairman and among the richest 

people in the country. Rather than 

any shop-talk, he found himself 

talking to his next and most low- 
profile investor. 

Away from the arc lights at 

Wipro, 63-year-old Premji, an eco 
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tourism votary, had just chanced 
upon an ideal investment, both 
from a business and personal 
interest viewpoint. “Despite his 
keen interest in the project, his 
team was in no hurry to finalise a 
deal,” says Ramesh, the Founder of 
Cicada Resorts, “it went through 
our books with a fine-toothed comb 
and visited our resorts several times 
before taking a decision.” The team 
Ramesh refers to is Azim Premji 
Investments (API), the private 


investment vehicle for the Wipro 
Chairman. Its corpus for this agency 
includes the Rs 700 crore he earned 
as dividend from the ownership of 
nearly 80 per cent of Wipro’s 
shares. From relying on third-party 
fund managers to manage his grow- 
ing investment interests outside of 
Wipro, Premji has hired specialist 
investment managers as his port- 
folio has expanded. Today, API is 
managed by Prakash Parthasarathy, 
a computer engineer from BITS 


DIVERSE PORTFOLIO 


Azim Premji has personally invest ted ina | wide range of companies. 





Pharma 


| p — Largeformatretal - 

Healthcare Global j Healthcare 

Sources: BSE, industry = Value of shareholding in Rs crore; stake in ? 
Value calculated using closing price as on October 10 on BSE; Some companies are privately held and do በዘ 


publicly disclose details 
Latest available information as of June 2008 


Pilani and a gold medal winning 
MBA from IIM Bangalore. 

Jagdish Khattar, Maruti’s for- 
mer MD, laughs when you ask him 
why Azim Premji’s personal in- 
vestment arm invested in his new 
venture Carnation (see Khattar’s 
Second Innings). “I was reading the 
papers in the morning and 1 saw a 
story that Premji had invested in a 
cancer hospital (HCG Global). While 
I had a lot of offers, I wanted 
Indian money and I thought *why 
not?’ and e-mailed Premji's office. 
The next day, they got back to 
me." Like the due diligence with 
Cicada, API invested the same time 
and effort with Khattar's new ven- 
ture. “I have to admit that they 
were very thorough. They spent 
10 days in my office going through 
every line and detail of our business 
plan. After that, they spent time 
going to showrooms and work- 
shops of all the major players, meet- 
ing mechanics and executives, 
essentially validating my business 
plan," he says. 

Rather than have a single-track 
investment approach, API invests 
both like a mutual fund in pub- 
licly-held companies and as a pri- 
vate equity firm, buying sizeable 
stakes in companies. *We're look- 
ing for a strong business model 
and top management," Partha- 
sarathy says. Typically, he's as ret- 
icent as his taciturn boss, refus- 
ing to disclose investment details 
and providing only the briefest 
details to us. 

However, according to data 
collected from the BsE, industry 
and media, Premji likes to look 
at a wide array of industries—his 
latest PE-like investments in Jagdish 
Khattar's Carnation Auto, 
Subhiksha Retail and specialist on- 
cology treatment chain HcG Global 
are ample testament to this fact. 
“This $20-million funding will 
help us expand our geographical 
presence and ላ፻1 will add invalu- 
able operational expertise," 






| 
| 
| 
| 
| 
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É É Premji's team went through | 
our books with a fine-toothed comb 
before taking a decision” — 
Founder, Cicada Resorts 


4 É Premji and Subhiksha have 
the same focus on values. He is 
among India’s sharpest: 
business minds” 

R. Subramanian 

Managing Director, Subhiksha 


Dr Ajai Kumar Singh, Chairman 
and CEO, HCG Global said after 
announcing the deal in May this 
year. The deal also provided some 
insights into the investment ra- 
tionale of API. “Healthcare in India 
is going through a rapid transi- 
tion,” Parthasarathy said back 
then, “there will be massive de- 
mand for specialised services from 
HCG.” API’s investment in 








Subhiksha also demonstrates how 
it typically targets companies with 
a good business model in high- 
growth industries. According to 
unconfirmed reports, Premji has 
acquired a 10 per sent stake in 
Subhiksha for about Rs 230 crore. 
With organised retail accounting 
for under 5 per cent of the overall 
market, Subhiksha had announced 
plans to tap this massive potential. 
It will invest Rs 1,200 crore over 
the next two years and has already 
acquired Blue Green Construction 
and Equipments. API acquired this 
stake from ICICI Venture in 
September this year. “Premji and 
Subhiksha have the same focus on 
values. He is among India’s sharpest 
business minds,” says the retail 
company’s Managing Director 
R. Subramanian. 

The interest in these new 
growth industries has also meant 
that API has shuffled its pack along 
the way. Typically, Parthasarathy 
is unwilling to shed much light 
on these deals, but does admit 
that they’ve quit a few investments 
in the last couple of years. Among 
those exited include Today’s 
Writing Instruments and two 
investments in pharma, according 
to industry sources. Instead, API 
has gone long on growth markets 
of healthcare, financial services 
and retail. “We are a sector- 
agnostic fund, we want to focus on 
the business plan and execution,” 
says Parthasarathy. With Azim 
Premji as the single source of 
funds, liquidity clearly won't be 
an issue for API. 

However, with the global econ- 
omy and the markets in a down- 
turn, how will API fare? Not very 
badly, according to Parthasarathy. 
“We don't need to worry about 
funding, so we can focus on our 
deals. This is a great time to get 
cheap deals,” he says. Don’t be sur- 
prised, then, if Premji quietly seizes 
the opportunity to pick up stakes in 
undervalued companies. 
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Khattar’s Second Innings 


The former Maruti MD moots a unique business model for his Start-up. 


KUSHAN MITRA 


AGDISH KHATTAR, THE FORMER 

Managing Director of Maruti 

Suzuki, is not sitting on his 
aurels. Khattar, who was at the 
helm of India's largest carmaker 
for over a decade and shepherded 
the company's disinvestment and 
listing, has no intentions of retiring 
and is starting his new venture called 
"Carnation'. 

The company would look to 
provide a multi-brand service point, 
where consumers can get their 
service and repairs needs met for an 
umbrella of brands under one roof. 
The genesis of the idea, Khattar 
explains came to him in 2006, 
when he was still Managing 
Director of Maruti-Suzuki. “I visited 
a couple of service centres and dis- 
covered that the overwhelming 
rush of people wanting their cars 
repaired or serviced was putting 
pressure on our ability to deliver,” 
he says. He was also encouraged by 
the fact that in most developed 
markets, branded non-manufac- 
turer service outlets have a third 
of the service and repair market. 
“With increasing sophistication of 
vehicles, roadside repair and service 
outlets cannot cope, so in India 
branded car-repair will play a big 
role.” What’s more, Khattar claims 
he is also being egged on by car 
insurance firms who want to cut 
the losses they suffer on insurance 
policies due to fudged claims—a 
fallout of corrupt non-branded 
service centres. 

With the Indian car industry’s 
production expected to double in 
another four years to over 2 million 
by 2012, the math, Khattar says, 





“Service with a smile: That 


ation will p vidé. - 


WHAT CARNATION 


HAS TO OFFER 





TO THE MANUFACTURERS 

Carnation will provide branded after- 
Sales service and retail, thus, increasing 
reach, particularly to interior towns. 


TO THE CONSUMERS 

Carnation will provide transparent 
pricing and a one-stop shop for buying a 
vehicle, accessorising and servicing it. 


TO INSURANCE COMPANIES 

Car Insurance companies are in the 
red due to fudged claims. Insurance 
companies would prefer a transparent 
repair network for tie-ups. 


was simple. “The entire industry 
would need to invest between Rs 
12,000-15,000 crore in their service 
network just to keep pace with 
growth,” he says. The worst hit, 
Khattar reckons, would be the 
smaller manufacturers. “If these 
players want to increase their 
service reach to more towns, they 
would find it difficult to make sub- 
stantial investments. And that is 
where I think we can slot ourselves,” 
he says. Carnation plans to open 
outlets across the country. To begin 
with, it would have five operational 
service hubs across India by March. 
There are another 10-15 in the 
pipeline which should start by late- 
2009. In the next two years, 


WHERE IS THE FUNDING COMING FROM? Khattar has raised Rs 240 crore, half from private equity and personal funds 
and half through debt. “I have no plans of raising further funds until we start our Carnation outlets,” he says. 
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Carnation plans to establish at least 
40-45 owned service and retail hubs 
and plans to sign-up joint ventures 
to Open even more. 

Khattar mentions other issues 
that plague the industry which, he 
asserts, would result in potential 
business opportunities for 
Carnation—for instance, the prob- 
lem of single-brand dealerships 
struggling to remain commercially 
viable. According to him, the prob- 
lem is so acute that about 250 deal- 
ers across the country (India has 
around 1,400 car dealers) want to 
shut shop. Khattar believes that this 
opens avenues for Carnation in 
multi-brand retail. “I want to set-up 
‘Auto Hubs’, where someone can 
come in and see a range of cars 
that can suit his or her needs.” 
Then, he points out, manufacturers 
looking at setting up shop in India 
will need a wide-spread distribu- 
tion structure which Carnation can 
be a part of. Not just that, with 
over 15 million cars expected on the 
Indian roads by 2012, Khattar 
believes that the used-car market 
can move from a relatively unor- 
ganised to a more organised sec- 


ሠ 


Troubled times: Single 
brand dealers are struggling 


KHATTAR'S GAME PLAN 
Will establish modern service 
centres in up to 20-25 locations 
by the end of 2009. The first 
talks with several automobile 
manufacturers. E 
Carnation will alsobe - 
establishing ‘accessory’ outlets 


centre will open in early 2009. | 
at all its showrooms. 


ጋ 





After the first few service centres 
are open, Carnation will start - 
‘multi-brand’ car retail. It is in 






Carnation will gradually enter into 
joint-ventures with existing deal- 
ers in a 51:49 model. It will hold 
a majority stake. No franchises. 


Once the first phase of 40-45 
showrooms is open by 2010, - 
start training schools for automo- 
tive service engineers at — - 
Carnation service outlets. 


In a few years, Carnation plans on 
setting-up Auto Hubs’—large 
auto-centric malls with other 
retail stores and make them 
‘family destinations’. — 











tor, and Carnation plans to get into 
that space as well. 

Khattar’s plans are not just on 
paper. He has already tied up 
funds to kick-start the project. He 
has Rs 240 crore in his kitty, raised 
through personal equity, private 
equity and debt. Among the 
prominent investors in Carnation 
is the Azim Premji promoted-firm 
Premji Invest, which has commit- 
ted Rs 80 crore to acquire a sig- 
nificant minority stake in the com- 
pany. IFCI ventures will be invest- 
ing Rs 28 crore. Over the next 
five years the company plans to 
invest Rs 1,000 crore (raised 
through debt and equity) to expand 
its network over 100 locations 
across 65 cities in India. 

So, can Khattar be successful in 
his new venture? He has his sup- 
porters within the automobile 
industry. Dilip Chenoy, Director- 
General of the Society of Indian 
Automobile Manufacturers (SIAM), 
thinks Khattar has a workable busi- 
ness proposition. Says Chenoy: 
“Even when he was in Maruti, 
Jagdish Khattar has always had a 
‘service’ orientation. He wanted 
customers to come back to the com- 
pany workshops instead of going 
to non-branded retail outlets. With 
increased demand for popular cars 
and lack of reach of manufacturers, 
particularly the smaller players, that 
isn’t always possible. This is where 
Carnation Auto has an opportu- 
nity.” Meanwhile, Khattar is 
already looking ahead—he has plans 
of opening more companies in 
future. “The Indian auto service in- 
dustry will need 22 million service 
engineers and we also see a niche in 
training,” he reckons. 

Clearly, Khattar seems to have 
done his homework well. It, though, 
remains to be seen whether he can 
execute his plans well to make his 
vision a reality. 


BUT WILL IT BE PROFITABLE? Several dealerships across India have folded up in the last 12 months. By servicing 
several brands, Carnation will diversify. Khattar expects dealer margins at multi-brand retail to improve significantly. 
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"EFFICIENCY IS DOING THINGS RIGHT THE FIRST TIME" 


Mr. Rajnikant Patel, CEO & MD, The Bombay Stock Exchange. 


"I was pleased to visit the IFIM Business School campus last year and was impressed with the 
facilities. In its endeavour to promote capacity building in capital markets, The BSE has 
entered into an arrangement with IFIM which envisages the conducting of joint trainine 
and certification initiatives. The BSE is committed to supporting IFIM in promoting 
research in areas pertaining to the capital markets." 


To recruit from a breed of go-getters, visit www.ifimbschool.com 


BUSINESS SCHOOL 


GET AHEAD "- 


Our PGDM, PGDM-IB and PhD Programmes are accredited and approved by the AICTE, NBA, ATU and Ministry of HRD (GO! 


IFIM, (Opp. Infosys Campus Gate # 4), # 8P & 9P KIADB Industrial Area, Electronics City 1st Phase, Bangalore-560 10! 
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Modi Hosts India Inc. 


What is it about the Gujarat Chief Minister that draws 
Corporate India to him? KAPIL BAJA] 





Smiles all round: Narendra Modi and Ratan Tata 


HEN THE NANO DROVE 
into Sanand, near Ahme- 
dabad, on October 7, fol- 


lowing an agreement between the 
Tatas and Gujarat’s Narendra Modi 
government, it surely must have 
come as a huge relief to Ratan Tata, 
anxious to find a new home for his 
beleaguered small car project after 
the fiasco at Singur. For Narendra 
Modi, Chief Minister of Gujarat, 
clearly, the Nano project is a feather 
in his cap. It gave him another op- 
portunity to showcase brand Gujarat 
and build on the state’s reputation as 
an investor-friendly destination. 
Indeed, for Tata, the Gujarat 
deal is perhaps better than the one 
offered by West Bengal. Against 
1,000 acres on initial offer in West 
Bengal, Gujarat has given 1,100 
acres to Tata Motors at prevailing 
market rates. What really impressed 
the Tatas was the speed at which the 
project got the nod from the Modi 
administration—it took just 10 days 
for the Gujarat government to work 
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out the package for the Tatas. 
Indeed, like Ratan Tata, there 
are plenty of other admirers of Modi 
in India Inc. He is widely credited 
with rebuilding the image of the 
state after the 2002 Gujarat riots 
had seriously dented his 
credibility. B.K. Goenka, Vice 
Chairman and Managing Director of 
the Rs 14,000-crore Welspun 
Group, which has substantial oper- 
ations in Gujarat, says Modi has 
brought a “corporate attitude” to 


GUJARAT SHINING 


The number of projects and investments 
in the state have grown smartly. 
Number of Projects 


Sept 051 789 
Sept ፡ I 923 
Sept لام‎ 


Projects Investments (Rs Crore) 


Sept '06 2,12,593 
Sept '07 2,11,399 
Sept ‘o8 298018, 


Source: Projects Today 











2,88,018 


GUJARAT'S TRACK RECORD 





e One of the few states to have 
substantially higher private sector 
investments than public investments. 


e Has relatively peaceful industrial 
relations climate. 


e Relatively untouched b protests over 
acquisition of farm land for industry. 


e Thriving entrepreneurial culture and 
SME clusters. 


the government structure. “Right 
from initial approvals to infrastruc- 
tural support, including land allo- 
cation, the Gujarat government 
virtually steps into the shoes of 
investors to decide what is best 
required by the companies to 
compete globally,” he says. Yoginder 
Alagh, former Union minister and 
now Chairman of the Anand-based 
Institute of Rural Management 
(IRMA), says the Nano project is an 
endorsement of Gujarat’s industrial 
vitality, which will bring much- 
needed high technology into the 
state and strengthen the local auto 
component industry in the SME sec- 
tor. Alagh also believes that “a lot of 
credit” needs to be given to Modi 
for the involvement and speed that 
his administration demonstrated in 
bringing the car project to Gujarat. 

True, Modi has his share of 
detractors as well. The opposition 
is already crying foul over the deal 
offered to the Tatas. Arjun 
Modhwadia, the spokesman of 
Gujarat Pradesh Congress Comm- 
ittee says: “Land worth about 
Rs 1,000 crore is being sold to the 
Tatas at a throwaway price.” 

All said and done, Modi has 
managed to pull off a major coup by 
bringing Nano to Gujarat. 
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TCS Rides to the Citi 


TCS’s acquisition of Citigroup’s captive BPO arm may signal 
the beginning of such a trend. T. v. MAHALINGAM 
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S A FALLOUT OF THE GLOBAL 
ለ= crisis, the healthy 
ubsidiaries of leading finan- 
cial services companies seem to have 
become easy pickings. Last fort- 
night, India’s largest IT services com- 
pany Tata Consultancy Services (TCS) 
acquired Citigroup’s BPO arm 
Citigroup Global Services (CGSL) for 
$505 million (Rs 2,424 crore) in 
an all-cash deal. As part of the deal, 
TCs will get assured revenues from 
Citi of $2.5 billion (Rs 12,000 crore) 
spread over a period of nine-and-a- 
half years. It also brings more than 
12,000 BPO employees on the TCS 
rolls making it the second-largest 
BPO player after Genpact. 

“The acquisition of CGSL offers 
several strategic benefits to TCs. One, 
it gives us the ability to offer an 
end-to-end, domain-led solution for 
business operations of large financial 
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services institutions. It also positions 
us well to create banking processing 
platforms by integrating our prod- 
ucts and process capabilities,” says N. 
Chandrasekaran, COO, TCS. 

The deal may be Tcs’s first step 
towards becoming a major banking 


N. Chandrasekaran 
C00, TCS 


INVASOD HSAWN 


MORE CAPTIVES 
UP FOR SALE 


* Morgan Stanley Advantage Services 
(MSAS): Morgan Stanley's Mumbai- 
based captive arm, which employs 
close to 2,000 people, is reportedly u 
for sale despite the company’s denia 
in February 2008. 


e InfoVision Group: With over 10,500 

employees and a major presence in 
HR BPO, the company has been in the 
business for over 15 years. 


e Lehman's BPO arm: Nomura is 
supposedly sealing the final terms to 
acquire Lehman's 2,500-strong 
BPO operations. — 


e Citigroup Information Technol 
Operations and Solutions (CITOS): 
Citigroup's technology hub in 
India plays a critical role in technology 

የይ ና المح‎ deployment and 

technology infrastructure support 
globally. 


services BPO player. “TCs will build on 
the CGSL platform and provide plat- 
form-based BPO services to new 
clients, making it a major player in 
the banking sector-specific BPO 
arena,” says London-based Rachael 
Stormonth, Vice President, Nelson- 
Hall, a leading BPO analyst firm. 
"The deal will also help us to 
penetrate Citigroup further," says 
Chandrasekaran. But given the cur- 
rent financial health of large global 
institutions, that may prove to be a 
double-edged sword. “TCS's revenue 
contribution from Citi will likely 
increase to 5 per cent plus with a 
revenue size of $400 million (Rs 
1,920 crore) from the current $150 
million (Rs 720 crore). Besides, 
TCS's exposure to BFSI (banking, 
financial services and insurance) 
will increase to 46 per cent from the 
current 44 per cent, especially when 


It's not about what IT does. 
It’s about what IT can do, 
Welcome to D | 


TCGYBFNOTTOC 


(IT That Can Grow Your Business From Number One To The Only One) 





The road to the future runs straight through your IT department. Because IT has the power to drive yoi 


strength and competitive edge. The trick is to simplify the inherent complexities so you can harness its 
calls it Enterprise IT Management (EITM). But it's much more than a philosophy. It's a dynamic approach th 


to govern, manage and secure IT to take your organization to new heights —no matter what software or plati 
in place. Learn more about the power of EITM at ca.com/in. 
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the turmoil in financial services is 
worse than other verticals,” says an 
ICICI Securities report on TCS'S ac- 
quisition of cGsr. Analysts like 
Stormonth believe that TCs is well- 
poised to handle an acquisition of 
this scale given its past experience in 
acquiring BPO operations in the fi- 
nancial space. Its earlier acquisi- 
tions include Chile-based Comicrom 
($23 million) and UK-based Pearl 
Group (over $800 million). 
What's interesting is the im- 
pending sale of captives of leading 
but beleaguered financial institu- 
tions. Analysts say many of these 


captives may soon be up for “fire | 


sale". They point out that CGSL was 
valued at $700 million less than a 
year and-a-half ago. Stormonth also 
says that captive operations of 


ADVANTAGE TCS 


The company gains on several fronts from the Citi 
acquisition. 





e Becomes the second-largest BPO 
player in the country after Genpact 


e Gets assured revenues of $2.5 billion 
over 10 years 


e The deal will help TCS become a 
major banking services BPO player 


Citigroup Information Technology | 
Operations & Solutions, Morgan | 


Stanley Advantage Services (despite 
the company’s denial early this year) 
and the InfoVision Group and 
Lehman Brothers’ BPO arm are 
either already on the block or are 
being considered for sale. 

"Some of the global financial in- 
stitutions will want to focus on their 
core strengths and markets given 
their financial shape now. And they 











Divided We Stand 


The Hyderabad-based Sanghi Group appears 


headed for a split. 


- 
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The Sanghi brothers: (L-R) Anand, Girish, Ravi and Sudhir 


BITTER BATTLE IS UNDER WAY 
among the four brothers who 
run the Hyderabad-based 
Sanghi Group of Companies. The 
differences have reached a point 


١ where the brothers (the elder two are 
| pitted against the younger two) have 
| lodged police complaints against 


each other, alleging physical assaults. 
The elder brothers, Anand Sanghi 
and Sudhir Sanghi, are ready for a 
split and want a “legitimate share 
of 25 per cent each in the group’s 
assets”. The younger siblings are 
apparently against this and blame 
the elder two for business losses. 

A lot is at stake. The group, 
which has a turnover of around 
Rs 2,000 crore, has two listed enti- 


| ties, Sanghi Industries and Sanghi 





might want to sell their captives in | 


India or the Philippines. But the | 


point is, despite the large Indian 
players having huge cash reserves, 
would they want to buy these captive 
arms or just focus on organic growth 
like they always have?” asks the head 
of a leading global rr analyst firm. 
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A LOT AT STAKE 


e A group that reportedly has an asset 
base of $2 billion 


e Two listed entities and a few 
closely-held firms 





e Presence across sectors 


e Aland bank of around 2,500 acres 
at Sanghi Nagar 


Polyesters, besides a few closely- 
held businesses ranging from 
media (the group publishes a Telugu 
newspaper, Vartha) and spinning to 
zip fasteners. For the quarter ended 
June 2008, Sanghi Polyesters posted 
a net loss of Rs 6 crore on sales of 
Rs 100 crore, and Sanghi Industries 
registered a net profit of Rs 7.3 
crore on sales of Rs 224 crore. The 
group also has a land bank of 
around 2,600 acres at Sanghi Nagar, 
at the outskirts of Hyderabad. 

The younger brothers, Girish 
and Ravi, have denied allegations 
of assault and are hopeful of 
settling the differences soon. “What 
essentially needs to be done now is 
a cash settlement for their (the two 
elder brothers") exit . The figures 
have also been worked out and 
there is a broad agreement on this 
and hopefully it will be resolved 
soon," says Ravi. 

The brothers have also taken 
their battle to the Company Law 
Board and a hearing is likely this 
month. The CLB, apparently, 15 also 
in favour of an early resolution of the 
dispute. The stakeholders in at least 
the two listed companies would only 
be hoping that this gets over soon. 
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IBM’s Discovery of India 


Big Blue is now driving innovation and breakthrough research from India. 


RAHUL SACHITANAND 


OR 15 YEARS IN A ROW, IBM HAS 
F registered the highest number 

of patents globally. Its IBM 
Research Laboratory (IBMRL) is 
known for devising carbon nano 
tubes, computer languages such as 
Fortran. It has even seen its 
researchers bag a Nobel Prize for 
Physics in the area of high temper- 
ature superconductivity. Now, it is 
building on this heritage in India. 

IBM Research Labs first started 
off in Delhi in 1998 and opened a 
second outfit in Bangalore in 2005 to 
keep pace with growth. This unit 
now takes up conceptual research in 
areas such as telecommunications 
and global delivery of IT services 
from these two centres. “Our 
research is helping the services busi- 
ness create new offerings, optimise 
service delivery through better au- 
tomation and knowledge manage- 
ment, as well as improve governance 
through analytics,” says Guruduth 
Banavar, Director of IBM Research 
Labs. According to him, this unit 
works on specific requirements from 
his services division and the products 
developed are often used in IBM’s 
next-generation solutions. 

One of the most critical break- 
throughs in the lab’s decade-long 
history in India is its work on Spoken 
Web. 18315 Mobile Web initiative 
will be based out of India and will 
lean on experts in eight labs (in six 
countries) for help. “The Spoken 
Web project aims to transform how 
people interact with e-commerce 
sites by using speech, rather than 
the written word,” says Banavar, a 


PhD in Computer Science. The 


Spoken Web is the World Wide 
Web in a telecom network, where 
people can create and browse 
“VoiceSites” and traverse “Voice 
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Links.” If BM’s new plan works out, 
Banavar believes anyone will be able 
to create a new site on the Spoken 
Web, leading to the creation of all- 
new content. 

Away from this futuristic 
research, IBM India, which employs 
around 73,000 people across its 
businesses in the country, is banking 
on another unit, IBM Software Labs, 
to devise on-ground applications 
and solutions for customers. “Besides 
buying our products and solutions, 
our customers want to use their 


BIG BLUE'S RECIPE 


FOR INDIA 





` e IBM India Research Labs working on 
all-new Spoken Web 


e Focus areas include information 
discovery, speech recognition 


e Another unit, IBM Software Labs, 
focusses on the customer's on-ground 
requirements 


e Solutions expected to help IBM India 
foray into businesses like micro finance 


With solutions for 
Financial Information 
Network and Application 
(FINO), we hope to 
make inroads into 
emerging markets such 


as microfinance" 





technology infrastructure to improve 
business processes," says Shanker 
Annaswamy, MD, IBM India. 
According to him, IBM India's 
revenues have crossed $1 billion 
and IBM is the #1 player in the 
Indian rr market. “We’ve devised 
innovative solutions for customers of 
all sizes and across many industries. 
For instance, we have created tech- 
nology platforms to help Bharti 
Airtel improve Average Revenue Per 
User (and, therefore, its profitability) 
and built mobile sales platforms for 
Asian Paints," says Annaswamy. 

As IBM looks to consolidate its 
position at the top of the Indian IT 
market, it expects both these units to 
help extend its reach in India. “We 
support around 1,600 customer 
engagements from this lab," says 
Annaswamy, “With solutions for 
FINO (Financial Information 
Network and Application), we hope 
to make inroads into emerging mar- 
kets such as microfinance," he adds. 

Clearly, for Big Blue, India is 
emerging as a conduit for innovation 
and path-breaking research. 
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Another Airport Expansion 


Modernisation of the Chennai airport finally gets off the ground. N. MADHAVAN 


HE EXPANSION AND MODERNI- 

| sation of the overburdened 

Chennai international airport 

is set to take off, at long last. The 

Airport Authority of India (Aan has 

awarded the Rs 1,212-crore con- 

tract for construction of terminal 

buildings and multi-lever car parking 

facility to Consolidated Construction 
Consortium Ltd (CCCL). 

Ranked 14t among the top 25 
fastest growing airports worldwide in 
2007 (even ahead of the Indira 
Gandhi International Airport in New 
Delhi, ranked 25th), according to 
Geneva-based Airports Council 
International, the Chennai airport 
has been bursting at the seams for 
some time now. In 2007-08, it 
handled 10.66 million passengers 
against its rated capacity of 9 million. 
This included 3.41 million interna- 
tional passengers (rated capacity 3 
million) and 7.25 million domestic 
passengers (rated capacity 6 
million). It also handled 2.71 lakh 
tonnes of cargo. Pressure on the tar- 
mac is also building up. In 2007- 
08, the airport handled 1,15,865 
aircraft movements (745 to 750 per 
day), servicing over 50 airlines- 
international and domestic. 

While this translates into about 
25 aircraft movement an hour, the 
congestion during peak hours is 
beginning to tell. 

Even as the airport’s infrastruc- 
ture wilted, the Tamil Nadu gov- 
ernment for months grappled with a 
dilemma—whether to expand the 
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Chennai airport: Getting a facelift 


existing airport att Meenambakkam 
(which would involve politically- 
sensitive land acquisition) or go for 
a green-field project. Late last year, 
it decided to do both. New terminal 
buildings and a second runway at the 
existing airport to be built at a cost 
of Rs 1,000 crore will double the 
current aircraft handling capacity 
to 23 million passengers a year, 
which will be sufficient to meet the 
needs till 2014-15 by when the new 
green-field airport would be ready. 
The state government has identi- 
fied 4,820 acres near Sriperumbudur 
for the new airport, to be built at a 
cost of Rs 5,000 crore through 
private-public partnership. 

“We expect the detailed work 
order by November 1 and we have 
30 days to start the work,” says 
R. Sarabeswar, CEO, CCCL. The 


POST-EXPANSION 
23 million 


Y | ACTUALS IN 2007-08 


| 10.66 milion | 





Chennai-based-construction com- 
pany is also involved in the upgra- 
dation of Tiruchirapalli, Thiruvan- 
anthapuram, Mangalore and 
Dehradun airports. “We have tied 
up with Canada-based Herve 
Pomerleau International for 
nological assistance. 

“They have the expertise in 
modernising a running airport— 
they have just completed the re- 
vamping of the Montreal airport— 
and will guide us in completing the 
project in 26 months,” he added. 

Says K. Natarajan, Director, 
Chennai airport: “Around 1,256 
acres have been earmarked for the 
runway expansion. Of this, 126 
acres have been handed over to us. 
This will enable us to expand the ex- 
isting secondary runway. The work 
on the second runway will com- 
mence after rest of the land is made 
available.” On completion, the ter- 
minal buildings will have an area 
of 1.4 lakh sq. metres with 140 
check-in and 60 immigration coun- 
ters. Hopefully, that should put an 


tech- 


end to long queues that are cur- 
rently the order of the day. 
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Opera’s Challenge 


The company believes its browsers are already 
the best in business. KUSHAN MITRA 


HE LAUNCH OF GOOGLE 
| Chrome might have fazed 
some, but not Jon von 
Tetzchner, CEO, Opera Software, a 
Norwegian firm that specialises 
in Internet browsers. “We, in fact, 
saw downloads increase by 20 per 
cent after the launch of Google 
Chrome, because it gave browsers 
news space. The biggest problem 
with browsers is that people are 
comfortable with what they have 
on their computers, which is 
invariably Microsoft Internet 
Explorer,” he says. 

Von Tetzchner has a gameplan 
to outsmart competition in India. 
He believes that the mobile phone 
will be the dominant Internet ac- 
cess device in the country soon 
and with two browsers, Opera 
Mini (free) and Opera Mobile 
(paid), in that space, they have an 
edge over rivals. “There are 17.3 
million active users of Opera Mini, 
which 15 the world’s most popular 
third-party browser, and our sta- 
tistics show that each user of Mini 
visits an estimated 260 pages every 
month. India is one of our largest 
markets,” he explains. Opera 
Mini's USP is that the browser does 
not load the heavy page—instead 
the request for the page is 
re-routed through Opera's servers 
in Norway which loads a ‘light’ 
version of the page for the mo- 
bile. “In countries like India 
where mobile bandwidth is lim- 
ited, this is an obvious plus," 
asserts Tetzchner. 

Even on the desktop, where 
Internet Explorer dominates, 
Opera feels it offers big pluses 
over the competition, including 
Chrome and Mozilla Firefox, par- 
ticularly in India. 
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“Where Opera really scores is 
on supporting old computers with 
slower processors and operating 
systems. There are some very easy 
things that you can do on Opera 
that can reduce download times in 
slow-speed environments," says 
Tetzchner. He points out that sev- 
eral staples of modern browsing, 
particularly tabbed browsing, were 
copied from Opera. With com- 
puting spread to a sliver of Indian 
society, Opera believes that recy- 
cled computers could be made 


RAJKUMAR 





«ፅ In India, we have a significant community that can spread the word. 
That has worked well in Russia where we have a 20 per cent share ” 


Jon von Tetzchner 
CEO, Opera Software 


viable ‘Internet surfing’ machines 
in India using its browsers. “You 
don’t need the latest hardware to 
surf the Internet, as you would 
with Chrome or Internet Explorer 
8,” he says. 

While Opera is keen to make 
significant inroads into the Indian 
market, there are still obst- 
acles it has to over- 
come. Its biggest 






OPERA'S USP ' 


Von Tetzchner on why Opera 
is the best desktop browser. 


e Mouse gestures: You can use the 
mouse to surf back and forth - 


e Caching: Opera loads cache | in ‘the - 
memory which prevents frequent page 
reloads reducing bandwidth SUM 


e In-built Torrents: Users cn o 
download torrents Straight from Opera 


e Image Options: To reduce bandwidth, | 
users Can easily turn off | image loading 
from the browser 


problem is that of reach, with an 
employee strength of just 529. The 
company, though, doesn’t see it as a 
big hurdle. Says Tetzchner, “In 
India, we have a significant com- 
munity that can spread the word. 
That has worked well in Russia 
where we have a 20 per cent share.” 

While browsers are free, Opera 
has worked out its revenue model. 
Opera is a listed company and 
had revenues of 315.5 million 
Norwegian Kroner (Rs 246 crore) 
in 2007 with a net profit of 12.5 
million Norwegian Kroner (Rs 9.7 
crore). The company has a tie-up 
with large Internet search compa- 
nies, which pay a percentage of 
advertising revenues. Opera 
Mobile is today fitted as the stan- 
dard browser in over 120 mobile 
devices, and manufacturers pay 
Opera for that—40 million hand- 
sets with Opera Mobile were 
shipped last year. This strategy, 
the company hopes, will pay off in 
the long run. 
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e green signal for a $700-billion bailout of US banks wasn't enough to turn 

the tide in global financial markets. Even six of the world's central banks 

coming together to release hundreds of billions into the system couldn't 
stem the panic. It has to get worse before it gets better. pusa MEHRA 


=P= Iceland 
LH -| = The government has 


nationalised three of 


The financial crisis has spread way beyond Iceland's biggest banks 
its epicentre in the US and has engulfed were 
most of Western Europe. Here's a country- 

by-country status and assessment. 


lreland 


Has guaranteed all 
bank deposits 


Has lined up a $850-billion rescue 
plan. May nationalise Royal Bank of 
Scotland 
Will recapitalise banks by up to 
$88 billion. Abbey, Barclays, HSBC, 
Llyods, Standard Chartered, HBOS 
and Nationwide Building Society can 
draw from an aggregate of $44 billion 
to boost their Tier 1 capital 
Bank of England will infuse liquidity 
of $351 billion through loans Belgium 
The government will guarantee 
$439 billion worth of short- and control of the struggling Fortis Bank 


medium-term debt : 
Britain h - 5 France, Belgium and Luxembourg 
ritain has seized control ف‎ stumped up $93 billion to 


mortgage lender Bradford & Bingley recapitalise Dexia, a French-Belgian 
Earlier this year nationalised lender that ran up huge losses in 
Northern Rock its US operations 
ALARM: The total liabilities ¢ ALARM: Fortis Bank’s liabilities Spain 
“ሃን Ul Zl, ማህ الى نا لأنات‎ d | Will spend 50 billion euros ($68 billion) 


to buy bank assets, almost a third of the 
proposed 2009 central government budget 


The government took partial 





as expected—blew into a full-fledged globa 

crisis. First stop: Nearly all of Western 

Europe. Just like the Us legislation for the 

over $700-billion rescue package, govern- 
ments and central banks across the Atlantic, too, 
launched into bailout mode. Next stop: Asia, with 
some real estate lenders in Japan getting wiped out; and 
Singapore’s economy, which plunged into recession. The 
International Monetary Fund (IMF) revised upwards 
its projection of the losses of the Us banking system to 
$1.4 trillion. At which point, the financial tornado hit 
the west coast of India. For a whole week, it had 
Indian stock, currency and money markets in high 
panic. The Sensex lost nearly 2,000 points in a week, 
overnight inter-bank lending rates shot up to 22 per cent 
(from single-digit rates), the rupee slumped to Rs 48.72 
to a dollar and scared investors in debt schemes of 


US 


May pick up 
ownership in failing US 
banks (Morgan Stanley 
is reported to be one) 


Fed ready to lend 
directly to stressed 
companies 


country 


Germany 


Has guaranteed all bank deposits 


Has organised a credit lifeline of euros 35 billion for blue-chip 
commercial real estate lender Hypo Real Estate Holding 


AA 


D ከዩ 
Ta aa ada: Cla aol 
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Denmark 


The Central Bank 
took over Roskilde 
Bank, the eighth- 
largest bank in the 
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days, money and confidence in the Indian economy van- 
ished into thin air. The Reserve Bank of India (RBI) 
stepped in swiftly with liquidity-releasing steps. Finance 
Minister P. Chidambaram proclaimed the Indian banks 
strong credentials and low vulnerability of the system to 
the growing global financial mess. The Government can- 
celled its scheduled borrowing for Rs 10,000 crore 
from the money market. Chidambaram set up a group 
of who’s who from the financial world to suggest, 
within a week, ways to ease the liquidity crunch. On 
October 13, Chidambaram guaranteed liquidity yet 
again before the opening bell at the stock markets. 
Finally, sanity returned when the Asian stock markets 
posted relief rallies. But that may have just been tem- 
porary relief. The ghost of Wall Street is still out there. 
BT takes a look at the toll in India so far and what to 
expect next. 


Japan 


Yamato Life Insurance failed with 
$2.7 billion in debt 


The government may revive a ban 
rescue law of the 1990s banking crisis 


Tokyo may set up a $100-billion fun 
to prop up smaller lenders 


ALARM: 


Singapore 

Eased monetary policy for the firs 
time since 2003 after sinking into it 
first recession in six years, hit by thg 
meltdown in financial markets 


The government revised its 2008 
growth forecast to around 3 per cen 
from an earlier estimate of 4 to 5 
per cent 


Italy 


UniCredit Bank has announced plar 
to raise its capital ratio by spinning į 
property assets 


is the IMF's latest 
estimate of the losses 

to the US banking 
system, up dramatically 
from its April projection 


01 Sd | 111 
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RAMEN SARKAR 


T IS HARD TO FAULT DEALERS ON MINT STREET FOR 
calling the central bank, the Reverse Bank of 
India (RB). Till a few months ago, the RBI was turn- 
ing off every possible money tap. As there was so 
much money sloshing around, banks were placing 
it with the RBI through the reverse repo window. It’s a 
different story now: the central bank is freeing up liq- 
uidity, rolling back bans on capital inflows and assuring 


“It's an unprecedented 
Situation of liquidity 
crunch in the global and 


domestic markets" 
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money availability. Still, there doesn't seem to be 
enough to go around. Banks have borrowed an average 
of Rs 70,000 crore every day from RBI at 9 per cent for 
the last three weeks. And yet, the Indian credit markets 
still seem to have little money—or will—to lend. 

The cost of a one-year deposit in India has shot up 
to 10.5-11 per cent from 9 per cent. Banks are cough- 
ing up 16 per cent—an 18-month high—to raise 


"Even if there is money 
available, nobody wants 
to take the risk of buying 


or investing" 


Sumant Sinha 
"a ስከ ነ” ማን 
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overnight money. 
Public sector banks 
are unilaterally calling 
back working capital ቺ 
lines, refusing dis- & 
bursements on the 
committed drawdown - 
dates and in some cases 
even demanding repay- 
ments of outstanding | 
dues, disallowing roll- BRUM 
overs. Even large compa- ፳78008፡ ርሽ ፻ 
nies, including the state- Gn Spa 
owned oil giants, are not 8988 ሀ ዘርከበ 
being spared. “We are | 

seeing an unprecedented 
situation of liquidity 
crunch in the global as 
well as domestic mar- 
kets,” says D.D. Rathi, 
Director and CFO at ce- 
ment and viscose staple | | 
Industries. | 

Credit markets are to 
economies what oxygen- 
carrying blood is to liv- 
ing bodies. They lend to 
fund economic expansion 
and to tide over mis- 
matches between money 
received and spent by en- 
tities, including govern- 
ments. Clogged-up credit markets can stall economic 
growth. The us subprime crisis has frozen credit markets 
around the world. us banks and financial institutions, 
over-leveraged and saddled with life-threatening bad 
assets, have already spread the cancer to Europe and Asia 
(see page 56). 

Unlike the Western markets, however, the Indian 
credit markets have the money in their pockets, especially 
after the RBI turned the money taps on. Lenders are un- 
willing to put it on the table, though, for the fear of never 
getting to see it again. Stung by the news of growing bad 
bank assets around the globe, Indian banks have turned 
more risk-averse than ever. Hit by what it calls malicious 
market rumours, ICICI Bank was forced to raise very 
short-term money at 20 per cent last fortnight. 

Cold-shouldered by banks, companies cannot even 
raise money directly—the market for corporate debt has 
shrunk. Issuance has less than halved to $40 billion in the 
first three quarters of 2008 from $88 billion during the 
corresponding period in 2007. *Money is not available 
for everyone," says Rathi. “If it is available, the cost is 
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B's Dilem 


ያ Any ‘good’ action the RBI takes 5 have | 
an 0pposite—if not equal— bad' reaction. 
Here's how: 


REDUCE 
INFLATION 


Action Required: 
Ral Se |. iy 
ontrol liqui 


Hurts the 
Cause of: 


enhancement 
Growth in WPI (96) 


Source: RBI, Ministry of Commerce and Industry; WPI: Wholesale Price Index 





steep." The cement giant 
has been bagging ፍቲ 
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Indian companies anc 
ballooning oil im 
have va nked the ፣ 
down 17.3 per cent af 
the dollar this fiscal to a five-and-half-year low 
the rupee from depreciating due to the dollar f 
RBI has sucked out about Rs 100,000 crore fre 
tem using the Market Stabilisation Scheme 
last two years. The tightening coincides with a 
demand for credit, which is growing at the rate oF 25፤ 
cent. The central bank has said it wants to Sow t 
rate down to 20 per cent. 

Money availability worsened in September due to the 
timing mismatch between government's revenues a 
expenditures. By mid-September, the ma: 
about Rs 70,000 crore short when the news of 
of government-funded bailouts in the us and Europe 
broke. The ፪8፲5 liquidity-infusing steps and assurances 
from it and other regulators did little to lift the money 
markets’ sentiment. Overnight, risk-aversion of banks in 
India hit a new high. “Banks are borrowing | 5 ; 
from the RBI daily, but are unwilling to le j 
more than a day,” says Jayesh Mehta, MD, Fixed Income 
and Client Coverage, DSP Merrill Lynch. 

To tide over the cash crunch, the RBI raised the interest 


፡ 

























ig" 
os 


NOVEMBER 2 2008 BUSINESS TODAY 


rate ceilings on NRI deposits on 
September 6. Then, it freed up bank 
deposits money for lending by eas- 
ing the banks’ statutory investments 
in government bonds by a percent- 
age point on September 16. And 
in two steps, on October 6 and 10, 
it allowed banks to draw down by 
1.5 percentage points the share of 
deposits banks need to keep with 
it as cash reserve, releasing 
Rs 60,000 crore. Finance Minister 
P. Chidambaram, too, swung into 
action backing up the central bank’s 
moves assuring swift liquidity. Other 
regulators moved in to reopen 
closed taps for overseas funds. SEBI 
lifted curbs on P-Notes on October 
6, and a day later, the finance 
ministry further eased the external 
commercial borrowings (ECB) chan- 
nel for overseas funds. 

At the last minute, Chidamba- 
ram cancelled his meeting with the 
G7 finance ministers in Washington 
DC. The RBI Governor, D. Subb- 
arao, too, rushed back to discuss 
the situation with PM Manmohan 
Singh. Though the regulators 
moved in swiftly, decisively and 
in coordination, the markets con- 
tinued to remain in panic. “Even if 
there is money available, nobody 
wants to take the risk of buying 
or investing at this point of time. 
When the financial system goes 
through a crisis, it brings down 
the most unlikely players along 
with it," says Sumant Sinha, coo, 
Suzlon Energy. Grasim's Rathi adds 











BUILDING THE TRUST 


action: RBI hikes interest rate ceilings on NRI 


deposits and permits additional support 
under its liquidity adjustment facility (LAF) 
EFFECT: Expected to infuse additional dollars 
into the system, banks have already taken 
Rs 91,500 crore from the RBI under LAF 
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action: MoF raised overseas borrowing caps 


for infrastructure companies for capex in 
rupees from $100 to $500 million 

EFFECT: Not expected to bring in additional 
dollars as the global credit markets are tight 


d 





ACTION SEBI lifts curbs on P-Notes 


EFFECT: Not expected to bring in more dollars 
as global investors have lost appetite 


action RBI reduced the CRR by 50 bps to 
8.596 - first cut since June 2003 

EFFECT: Expected to inject Rs 20,000 crore 
into the system 





action: MoF expands definition of infrastruc- 


ture companies to include mining, exploration 
and refining companies for ECB purposes 
EFFECT: Not expected to bring in big dollars 
due to global credit squeeze 






action: RBI reduces CRR by another one 


percentage point to 7.5 per cent 


EFFECT: Expected to release Rs 40,000 crore 
into the system 


Source: Citi, RBI, Finance Ministry, SEBI 


become under-capitalised or they 
have a huge exposure to bad 
assets. Banks in India, on the other 
hand, have recourse to money, even 
though the cost is considerably up. 
The deficit in India then, seems to be 
of trust, not funds. “These are un- 
precedented times and the banks 
are considerably scared," says 
Treasury Head, Development Credit 
Bank, H. Krishnamurthy. *The 
Asian crisis was localised, but the us 
subprime crisis has swept the globe." 

Are we safe? It is still widely 
believed that the Indian credit mar- 
kets are still largely insulated. 
Finance Minister P. Chidambaram 
proclaimed the credentials of Indian 
banks last week. The lowest capital 
adequacy ratio for an Indian bank is 
a little over 10 per cent (consid- 
ered safe), he assured. Bad assets, 
too, seem to be under control with 
gross non-performing assets (NPAs) at 
2.11 per cent and net NPAs at a his- 
toric low of 0.93 per cent at the 
end of June 2008. The 881 Governor 
said in a statement that “the banking 
system is sound, well-capitalised 
and well-regulated”. The potential 
risk comes from any change in the 
global market conditions that might 
warrant a shift in the dollar's 
strength. That would bring about a 
reversal in commodity prices inter- 
nationally. Kotak Mahindra Bank 
analysts also warn about the “the 
negatives of the large government 
borrowing in October." 

Though the sentiment is under 


that while the relaxation of the ECB guidelines was a wel- 
come move, international lenders' appetite has shrunk 
drastically and at the same time LIBOR (London inter- 
bank offered rate) lending rates have moved up sharply. 

The September crunch was not entirely unexpected. 
It is the quantum of the shortage and the reaction of 
banks that stunned treasuries and money market deal- 
ers. September—just like March—has always been a 
month of credit shortages in India. It is the month in 
which companies draw money—over Rs 41,000 crore 
this year—for paying advance taxes. 

The Indian liquidity crunch, though, is unlike—and 
unrelated—to the credit squeeze in the Western markets. 
Globally, banks are unable to borrow because they have 
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siege at the moment, the money squeeze could be 
short-lived. Kotak Mahindra Bank analysts expect relief 
soon. “The situation will be alright in November when 
the government expenditure money will flow back 
in," agrees Krishnamurthy. The need of the hour is to see 
through the volatility and wait to give any direction to 
monetary policy that might further confuse the market. 
The biggest move right now would be for the RBI to 
restore confidence. After all, banks are not just the safe- 
keepers of money. They also need to make profits, for 
which they need to lend. But then financial systems are 
not built on just money but also on trust. It'll take a 
while to restore that. ; 
ADDITIONAL REPORTING BY RACHNA MONGA 
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At Canara HSBC Oriental Bank of Commerce Life 
Insurance Company Limited, we understand that 
real happiness comes from complete security. 
That's why each one of our innovative products 
is designed to help you safeguard your family's 


future needs and aspirations. 5 
P Insuring your emotions 


Canara HSBC ፈ2› 


Life Insurance 


Our insights and expertise come from our collective 
experience of over 300 years in different financial 
markets of the world. So depend on us to help 





you realise your family's life goals, and live life 50 
to the fullest! with Oriental Bank of Commerce 





Available at select Canara Bank, HSBC Bank and Oriental Bank of Commerce branches. 


Advt. No. 39/08 Insurance is the subject matter of the solicitation. For details on risk factors and terms and conditions please read the product sales 
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EDNESDAY, MARCH 29, 
2006 was a momen- 
tous day on Dalal 
Street. In the course 
of trading on the 
Bombay Stock Exchange (BSE), the 
benchmark index, the Sensex, for the 
first time ever, overtook its counterpart 
on Wall Street, the Dow Jones 
Industrial Average. When the 30-share 
Indian index hit 11,157, it went past 
the 11,154 that the Dow had closed at 


“BRAZIL FRANCE GERMANY 





the previous day. The two indices 
are strictly not comparable—for in- 
stance, the value of the stocks that 
make up the Dow is $2.68 trillion 
(129 lakh crore), against $325 billion 
(Rs 15.6 lakh crore) for the 30- 
Sensex stocks. But the Sensex going 
one up on the Dow was a major 








Fil Data Since 2003 








to pump money into the system: 
and back home, the Reserve Bank's 
150 basis points cut in the cash 
reserve ratio (CRR), which would re- 
lease Rs 60,000 crore, wasn’t 
enough to stop the selling spree. 
Even the staunchest support- 
ers of the India growth story had to 


shot in the arm of traders who thrive 2008* change their stance when the 
on sentiment, and little else. Perhaps gn ost وو‎ በ486. due SED Sensex came crashing down by 50 
it was also another sign of the be- per cent from its peak. This wasn't 
ginning of a shift in economic a correction any more. After five 
power—the Sensex, after all, was Prime Lending Rate years of a no-holds-barred bull run. 
offering annual returns of around 75 عور‎ 3 9-12.25 % during which the Sensex appre 
per cent; the Dow for its part was sept Were —— ciated seven times, Dalal Street has 
inching ahead in single digits. In the Re/Dollar Exch Rat begun to reconcile itself with th 
days ahead the Sensex duly stole ሐር اا‎ nato reality of a long-drawn-out bear 
the thunder, eventually scaling an all. Ma. 0 w market. If you consider the drop 
time high of 21,207, some 7,300 8 from 21,207, the bear market is a 

points clear of the Dow’s peak. Rise in Inflation (WPI) ready nine months long, although 

Last fortnight, it was once again Mar. 03 MÀ a BUR it made itself visible only last fort 

time for the Dow and the Sensex to Sept 98 night when the markets shaved oft 
play hide and seek. The only dif- — Crude (in $/barrel) roughly half of its gains since 
ference? This time, two indices were 2003 January. “The bull market is ovet 





scurrying for cover on the down- 
side. The Dow eventually plunged 
lower, to 8,451 at the time of writ- 
ing, although the Sensex's plunge in 
percentage terms ever since the 
Wall Street crisis exploded in end-August, isn't too far 
off that of the Dow (see chart below). As Business 
Today went to press, the Sensex, the Dow and, in- 
deed, every major global index was in free-fall mode. A 
sharp recovery on 13th October, when the Sensex re- 
gained 7.7 per cent on the back of a revival in other 
Asian markets and the Indian government's plans to in- 
fuse liquidity into the banking system, may prove to be 
just short-term relief. Traders describe such relief rallies 
as a *dead-cat bounce”; the bear is here to stay for 
some time to come, they aver. 

Last fortnight’s rampant selling in equities across the 
globe was a direct fallout of the drying up of liquidity in 
the global financial system. No remedy proved good 
enough—a $700-billion bailout by the Us administration; 
a coordinated effort by central banks across the world 


Oct. '08 
Source: RBI, Bloomberg 
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Crude price in 2003 is average of the entire year 
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and the bear market has started 
declares Nilesh Shah, Man 
Director & Chief Executiv: 
Officer, Envision Capital Advisors. 

Clearly, what’s dragging th 
markets down is the heavy selling by foreign insti 
tutional investors (Fils), who could do with every do! 
lar they can lay their hands on at a time when liq 
uidity has all but evaporated. Since the beginni 
the year, Fils have till date sold shares worth $10 bil 
lion—a far cry from the inflows of $17.23 billion anc 
$8 billion seen in 2007 and 2006, respectively. 

“It is very difficult to say whether the worst 15 
over for the stock market. It is more of a crisis senti 
ment," says Puneet Nanda, Chief Investment Officer, 
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ICICI Prudential Life Insurance, who manages Ks 
28,000 crore, of funds of which Rs 18-20,000 crore is 
in equity. Moreover, Vikram Kotak, Chief Investment 
Officer of Birla Sunlife Life Insurance, says: “Correction 


in equity market has been sizeable. Further, fresh in 


flows will be harder to come by in near term, which 
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would have an impact on invest- 
ment and ultimately growth.” 

Nanda of ICICI Prudential says 
people are behaving irrationally at 
the moment, even though valua- 
tions are at attractive levels. 

After all, the BSE Sensex is trad- 
ing at a mouth-watering price-earn- 
ing ratio of 11 times based on 2008- 
09 earnings. Couple that with the 
relatively sound fundamentals of 
the Indian economy, with around 
7.4 per cent growth looking doable 
(despite the recent slump in indus- 
trial production), and you’re 
tempted to ask: Why is everybody 
reaching for the sell trigger? 

The answer doesn’t lie with 
juicy valuations but with sentiment 
—along with liquidity, the bullish 
mood has also taken flight from 
the markets. Envision’s Shah, who 
manages around Rs 500 crore of 
funds, says the worst is not over as 
the crash was brutally swift. Bear 
markets tend to last for between 
two and four years. For example, the 
last bear market in India lasted four 
years (between 2000 and 2003). 

Past history indicates that the 
beginnings of a bear market usually 
follow on the heels of a large-scale 
mobilisation in the primary mar- 
ket—in 1992, after UTI Mastergain 
mopped up Rs 4,700 crore. Two 
years later in 1994, after Morgan 
Stanley Growth Fund raised a record 
Rs 981 crore, the markets promptly 
tanked. In 2000, the downslide be- 
gan after Alliance Millennium Fund 
gathered Rs 540 crore; the recent 
bear phase coincides with Reliance 
Power’s initial public offering pock- 
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A MIXED PICTURE FOR INDIA 


(+ THEPOSITIVES... NN 


e Indian banking system not affected 
by global financial crisis 


@ GDP growth of over 7 per cent 
© Reduced oil import bill due to fall in crude 
e Fall in commodities prices 


© Fresh oil and gas supply from Reliance 
Industries and Cairn India 


— ...AND THE NEGATIVES 


e High inflation and interest rates 

e Falling rupee to increase import bill 
@ Recession in the US to affect exports 
e Slowdown in corporate earnings 


e Sluggish real estate to affect demand 


for cement, steel and other 
construction materials 


eting all of Rs 11,700 crore. What 
is common in all these events is 
that BsE Sensex hit a new high 
somewhere close to the time of 
launch of these issues, only to 
crash subsequently. The bear mar- 
ket is confirmed once two things 
happen: the primary market peters 
out; and mutual fund investors 
slip into redemption mode. At the 
time of writing, the IPO market 
looked virtually extinct. 

The fall in Indian markets 
may seem irrational in isolation, 
but then markets don't operate in 
isolation—not any longer. One 
indicator that things will only get 
worse before they get better is 
the recessionary conditions that 
will spread as a result of the 
global crunch in credit. The us, 
for instance, is set for a reces- 
sion as unemployment increases, 
and consumers cut back on 
spending and borrowing. A re- 
cent Global Financial Stability 
Report of the International 
Monetary Fund (IMF) reveals that 
world economic growth is 
headed for a “major downturn” 
in 2009. Many advanced 
economies are close to a reces- 
sion, and emerging economies 
are slowing rapidly. 

Against such a scenario, pre- 
dicting a bottom for the Indian 
markets can prove a treacherous 
exercise. “We are nearing the 
bottom, there may be another 
10 per cent fall (from 11,000), 
but I do not see prices going 
down more than this,” says Rohit 
Kothari, Director, Antique 


“Once the dust settles. 
people across the world 
will look at India as a 


“There may be another 10 
per cent fall (from 11,000) 
but | do not see prices 


resilient growth market" 


Nilesh Shah 
MD & CEO, Envision Capital Advisors 


going down more" 


Rohit Kothari 
Director, Antique Finance 
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Finance, a stock broking and 
investment banking firm. Even if 
the markets do bottom out any 
time soon, sluggish conditions will 
prevail for another 9-12 months. 

Technical analysts, too, have 
turned bearish. One reason for 
that is the formation of a head- 
and-shoulder pattern, a classical 
indicator of a shift from a bull to a 
bear market (an inverted head- 
and-shoulder is a bullish indica- 
tor). “A bearish head-and-shoulder 
pattern is still well intact; this could 
bring down Sensex to around 
9,200," says V.K. Sharma, 
Director, Anagram Capital. 

So, how should one play the 
market in such uncertain times (that 
is, if one is brave enough to do so)? 
“One should look for cash-gener- 
ating companies that are expanding 
based on their own funds,” says 
Harshad Patwardhan, Investment 
Manager (Equity), JP Morgan Asset 
Management India. He says in the 
current environment one should 
stay away from companies that re- 
quire equity or debt funds for their 
expansion (see The Slowdown-proof 
Stocks, Pg 128). Similarly, there is 
big concern over the future out- 
look of companies relying on ex- 
ports, especially to us. Some of the 
sectors in this list include software, 
auto components and textiles. But 
the biggest concern has to do with 


the top four IT services players—Infosys, Satyam 
Computer, TCS and Wipro—which are a part of the 
Sensex and Nifty. “Most of the rr companies will be seve- 
rely affected by the Us and European financial crisis. 
Around 30 per cent of their business comes from the BFSI 
(banking, financial services & insurance) segment, where 





IT'S A BEAR OUT THERE 


Five sure-fire signs that this is bear 
market and not another correction. 





@ Uncertainty in global financial market 
e Outflow of Fils money 

@ Slowdown in Indian corporate earnings 
© Concerns over the financial system 


ወ Recession and slowdown projected for 
global economy 





GLIMMERS OF HOPE 


What could trigger a reversal 
in the downslide 





© Interest rate cuts by RBI 
© Low prices of oil and other commodities 
e Falling inflation 


e || interest rates ease up, corporate 
earnings could spring a surprise 


e GDP growth above 8 per cent 


there is a freeze or decrease in IT 
budgets," says Kothari of Antique. 
The slowdown in IT will have 
repercussions on the real estate sec- 
tor, which is already facing a slow- 
down. After all, the IT and IT- 
enabled services sectors generate 
the most demand in the property 
market. What's more, there is also a 
fear of corporate earnings being fur- 
ther downgraded in the wake of a 
recession in the us. “There is still a 
possibility of downgrading of earn- 
ings," says Patwardhan of JP Morgan. 

Amidst so much gloom, the sliv- 
ers of good tidings, like lower oil 
and commodity prices as well as 
moderating inflation, are getting 
obscured. Inflation, which is hov- 
ering around 12 per cent, may start 
easing in the next couple of months. 
This, in turn, could tempt regulators 
to go easy on interest rates. "Crude 
at $75 a barrel, and increased gas 
availability from the Krishna- 
Godavari basin (where Reliance 
Industries is readying to begin pro- 
duction) will collectively bring down 
India's import bill by almost $50 
billion," says Antique's Kothari. 
Another tender mercy is that the 
slowdown in corporate earnings 
has already been factored into stock 
prices. “Profit growth of 8-9 per 
cent is there in the price (of stocks). 
Anything above that will be a posi- 
tive," says Nanda of ICICI Prudential 


Life Insurance. Also, even if the Indian economy slows 
down to below 7 per cent, it would still be much higher 
than global economic growth. “Once the dust settles, peo- 
ple across the world will look at India as a resilient 
growth market,” says Shah of Envision. The big question, 
though, is how long will it take for that dust to settle. 


-It is very difficult to say 
whether the worst is 
over for the stock 


"One should look for cash- 
generating companies that 
are expanding based on 


their own funds" market” 


Puneet Nanda 


Harshad Patwardhan à دید‎ 
CIO, ICICI Prudential Life Insurance 


Investment Manager (Equity), JP Morgan 
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SENSE OF RUMOUR 





ICICI Bank's share price erodes by nearly half over 30 
days. Is something wrong with India’s second-largest 
bank, or is it a victim of panic? ANAND ADHIKARI 


AST MONTH, MAHALAKSHMI 
| visis (name changed) 
rushed to the nearest ICICI 
Bank ATM in Mumbai’s Dadar area 
to withdraw whatever little savings 
she had maintained for the last five 
years. Like Mahajan, there were 
many more jittery folk amongst the 
bank’s 27 million customers, 
nervously enquiring about the 
bank’s health. The trigger was the 
London subsidiary’s exposure of 
€57 million to Lehman Brothers 
of the Us, which had filed for bank- 
ruptcy. This loss of Rs 375 crore 
was too big for small depositors 
like Mahajan to digest. 
What these depositors perhaps 
didn't know is that ICICI Bank has a 





net worth of Rs 47,000 crore, an as- 
set base of Rs 4.84 lakh crore anda 
comfortable capital adequacy ratio of 
13.4 per cent (9 per cent is man- 
dated). Pankaj Namdharni, Senior 
Investment Analyst at SPA Securities, 
says: “ICICI Bank has a strong balance 
sheet as of now to handle any such 
crisis." Global credit ratings major 
S&P, while maintaining that ICICI 
Bank's credit fundamentals continue 
to be sound, can't foresee a scenario 
in which ICICI Bank will go under. 
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That's because “we also consider 
ICICI Bank to be systemically im- 
portant and hence is expected to 
receive extraordinary systemic sup- 
port in the event of any financial 
distress”, is how S&P analysts put it 
In a recent report. 

The bank, for its part, filed a 
police complaint against Tirupur- 
based sub-brokers associated with 
Motilal Oswal and couple of web- 
sites for spreading rumours, which it 
thinks are responsible for the almost 
50 per cent erosion in the share 
price in a month (although at the 
time of writing, the stock did re- 
cover and is now down by 33 per 
cent since last month). But at a time 


when blue-blooded investment banks 


"Investment in Lehman 
bonds constitutes less 
than 0.1 per cent of ICICI 
Group's total assets” 


Chanda Kochhar 
ID, ICICI Bi 


t 


ምም ፤ 
IOn |) if 


J 


[Í ank 


have gone bust, is it really unthink- 
able that an Indian bank could go the 
same way? Marketmen point out 
that the aggressive selling on the 
counter could simply be a result of 
foreign institutional investors (Fils)— 
who are anyway in sell mode— 
offloading ICICI Bank stock. The rii 
holding in ICICI Bank stood at 67 
per cent as on June 30, 2008. 
However, to sound the death knell 
for India's second-largest bank may 
be a bit too premature. 


RUMOUR #1 : When Lehman 
Brothers went bankrupt in 
the US, ICICI Bank burnt 
its fingers, too 

ICICI BANK'S DEFENCE: "The bank's 
investment of $80 million in senior 
bonds of Lehman Brothers constitutes 
less than 1 per cent of the UK 
subsidiary's total assets and less 
than 0.1 per cent of the consolidated 
total assets of the ICICI Group" 
Chanda Kochhar, Joint MD, ICICI Bank, 
on September 16, 2008 





RUMOUR #2 : ICICI Bank's top 
management has been 
selling the bank’s shares 

in the market 

ICICI BANK'S DEFENCE: “No shares 

have been sold by members of the top 
management of the bank during the 
current year" 

Bank's Press Release on 

September 17, 2008 





RUMOUR #3 : ICICI Bank's 
financial position has turned 
weak with not enough capi- 
tal to support the business 
ICICI BANK'S DEFENCE: "The bank has a 
very strong capital position, having 
proactively raised Rs 20,000 crore in 
June 2007, almost doubling its capital 
base. The bank has a net worth of over 
Rs 47,000 crore and a capital adequacy 
ratio of 13.4 per cent as of June 2008" 
K.V. Kamath, MD & CEO, ICICI Bank, 

on September 30, 2008 





RUMOUR #4: The bank has 
used rupee funds for its in- 
ternational growth initiatives 
ICICI BANK'S DEFENCE: "The bank has 
liquidity of Rs 12,000 crore in its 
overseas subsidiary. It has never used 
rupee funds for its international 

growth initiatives" 

Chanda Kochhar, Joint MD, ICICI Bank, 

on October 10, 2008 
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WHEN BAD 
LOANS ARE 
SOWN IN 
GOOD TIMES 


Indian banks may not be 
prepared to deal with the 
non-performing assets that 
are slowly but surely piling up. 
Is Indian banking’s own 
subprime crisis in the works? 
ANAND ADHIKARI 











HE ORIGINATE-TO-DISTRIBUTE MODEL CAN 
leave lenders (banks) with weaker 
incentives to maintain strong under- 
writing standards. This system is not 
only a potential source of risk to the 
financial system but also raises concerns regarding 
consumer protection. 

Federal Reserve Governor Randall 5. Kroszner 
at the Consumer Bankers Association in Washington 
DC in November 2007 on “The Challenges Facing 
Subprime Mortgage Borrowers.” 

Financial institutions originated loans that they 
then bundled into securities and sold to other 
investors. With hindsight, it is clear that this origi- 
nate-to-distribute model suffered severe incentive 
problems—the originator had insufficient incen- 
tive to ensure the quality of the loans, since someone 
else ultimately held them. 

Janet L. Yellen, President and CEO, Federal 
Reserve Bank of San Francisco, at the University 
of California’s San Diego Economics Roundtable 
in July 2008. 





The crisis in the us financial 
sector can be traced back to the 
originate-to-distribute (OTD) 
model—as opposed to originate-to- 
hold (orH)—that banks followed. 
Simply put, OTD allows banks to 
lend more (or originate more loans) 
without violating lending limits (as 
they distribute the loans rather 
than hold them). In essence, many 
of these Us banks were issuing loans 
to customers without expanding 
their capital. These loans were 08 
packaged and sold to investors like 
hedge funds and pension funds. 
Once these loans were offloaded, 
there was, of course, room again to issue fresh loans. 
End-result? The subprime crisis as holders of the un- 
derlying assets (mortgage loans) defaulted once hous- 
ing prices crashed. 

“The OTD model has failed miserably in the global 
marketplace,” agrees B. Sambamurthy, Chairman & 
Managing Director of the state-owned Corporation 
Bank. The 57-year-old veteran, whose banking career 
spans over three decades, isn’t perturbed by the fear 
and uncertainty around him. Reason? Corporation 
Bank, along with most other public sector banks (PsBs), 
has preferred the OTH model, where retail assets stay 
in the originating banks’ books. On the other hand, a 
few large private sector banks, along with the foreign 
banks, experimented with the global tools of securi- 
tisation to transfer retail assets (and also the risk that 
comes along with) from their book to other entities. 
The likes of Citi, ICICI Bank and Kotak in a way, 
were aping the global OTD model, although it never de- 
veloped into a phenomenon due to several disincentives 
put in place by the Reserve Bank of India. 

Still, that didn’t stop a clutch of banks—using 
both the OTD and OTH frameworks—from going all 
out to hawk loans to consumers (home loans, car 
loans, personal loans, education loans, loans for va- 
cations et al). According to credit rating major, CRISIL, 


“Globally, banks followed 1 
a model of originate and ° 
distribute. [his model has 


failed miserably in the 


global marketplace" 
B. Sambamurthy 


CMD, Corporation Bank 
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the retail finance industry recorded an unprecen- 
dented compounded annual growth rate of more 
than 30 per cent in the March 2003-07 period. The 
outstanding retail advances stood at Rs 6,00,000 
crore as on March 2007. 

Now for the bad news. The rating agency esti- 
mates that the proportion of gross non-performing as- 
sets (NPAs) to retail advances will rise to 4 per cent in 
March 2009, from 2.7 per cent in March 2007. 
Here's why, in the words of the CEO of a small private 
sector bank: “Some banks were overaggressive on 
pricing and also extended credit to riskier classes like 
self-employed and high-risk customer in Tier II and 
Tier III cities." The scramble to build a retail portfolio 
resulted in banks deviating from prudent lending 
practices. The loan to value (LTV, which is the loan 
amount as a percentage of the value of the property 
mortgaged) for mortgages increased from 85 per cent 
to as high as 100 per cent; and the installment- 
to-income (IIR) ratio also jumped from 30-35 per cent 
of income to a high of 60 per cent. 

Clearly, inflationary pressures, coupled with rising 
interest rates, have shrunk the consumer's wallet. As 
they end up spending more on household expenditure, 
they have less left over for payments of monthly in- 
stallments. Whilst it may be too early yet to ring the 


“We monitor our portfo 
quality on an ongoing 
basis so as to develop 
a relatively stable 
portfolio quality” 


Paresh Sukthankar | 
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alarm bells, what’s worrying is 
the repayment age getting exten- 
ded to beyond 60 years. As 
Deepak Saruparia, Deputy 
Managing Director, Bank of 
Rajasthan, says: “The risk has 
increased in the system.” The 
bulk of the NPAs is distributed 
amongst a few large players. 
Take, for instance, the country’s 
second largest bank, ICICI Bank, 
which saw a massive 78 per cent 
jump in its gross NPAs from Rs 
3,114 crore in March 2007 to Rs 
5,552 crore a year later. 

The breeding ground of NPAs 
clearly is the unsecured loan port- 
folio, where defaults are across 
the board in small-ticket size loans. 
Many banks have already put a 
stop on issuing such fresh loans. 
The next big danger spot where 
widespread defaults are expected is 
credit cards, a segment that banks 
wouldn't want to exit as it is a 
lucrative one. What's more, 
although two-wheeler and three- 
wheeler financing on paper is con- 
sidered secured lending, experts say it is not too 
different from unsecured lending, which explains 
why NPAs are on the higher side. As for home loans, 
margins are low, and bankers don't consider them an 
attractive business any more. 

The turmoil on Wall Street and the ensuing un- 
certainty have made a stringent control over asset 
quality the #1 priority for banks. Paresh Sukthankar, 
Executive Director, HDFC Bank, says: “We always try 
to balance our growth in terms of volume or market 
share with margin and asset quality.” 

An example of this: HDFC Bank has a system of 
monitoring portfolio quality on an ongoing basis to 
ensure portfolio stability. “We also take immediate 
course correction measures if we find actual portfolio 


THE PROBLEM WITHIN 





e Originate and distribute model of 
lending has failed globally 


© Too much reliance on DSAs and 
dealers for garnering business 


e Banks resorted to higher loan to 
value (LTV) model in mortgages 


e Indiscriminate lending to high-risk 
customers in Tier || and Tier ||| cities 


© Defaults in unsecured lending are 
on the rise, especially of personal 
loans and credit cards 


e Low-margin home loan business 
suddenly turning unattractive 


losses exceeding expected losses," 
adds Kaizad Bharucha, Country 
Head, Wholesale Credit & 
Market Risk, and Retail Credit 
Risk Policy, HDFC Bank. 

"We are extremely cautious 
in the unsecured loan segment, 
especially credit cards where we 
are reaching out to our exist- 
ing borrowers," says Samba- 
murthy. Corporation Bank has 
the lowest NPA amongst sched- 
uled commercial banks, at just 
0.32 per cent. 

One crucial difference between 
the NPAs in the West and Indian 
bad loans is the role of direct- 
selling agents (DSAs) back home. 
Whilst the us banking debacle can 
be attributed solely to the OTD 
model, back home DsAs, too, have 
to carry the can for creating 
questionable and risky portfolios. 
But not everybody is willing to 
lay the blame squarely at the DSA’s 
doorstep. Says K.S. Sridhar, Chief 
Risk Officer, IndusInd Bank: خوط“‎ 
as a model cannot be faulted for 
customer acquisition, but one should exercise due 
caution in using external collection agencies." 

Meanwhile, there may be another bubble building 
alongside retail—that of small & medium enterprises 
(SMEs). Such companies are under tremendous stress 
because of lower demand and higher interest rates. 
"Many are in the midst of expansion, which is two to 
three times their current capacity," says an analyst. 

5.5. Tarapore, a former Deputy Governor of the 
Reserve Bank, recently sounded the alarm bells when 
he warned that "the ground realities are that the Indian 
banking system is extremely vulnerable and non- 
performing assets are going to pile up in the next few 
years". The good news for banks is they still have 
time to clean up their acts, and their balance sheets. 


Ground realities are that 
Indian banking system is 
extremely vulnerable and 


“DSA as a model can't be 
faulted for customer 
acquisition, but one should 


exercise caution in using 


xternal collection agencies" 


K.S. Sridhar 
Chief Credit Risk Officer, Indusind Bank 


NPAs are going to pile ur 
» In the next few years" 
iss. Tarapore 
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TIME BOMB 


India has its own share of exotic products, although their scale and complexity 
pales in comparison to those that brought down Wall Street. Will they blow up 
in the face of the mutual funds that have lapped them up in the 
hope of higher returns? ANAND ADHIKARI 


FRANTIC LATE-NIGHT CALL WOKE UP THE 
head of securitisation at a credit rating 
agency late last month. The nervous caller, 
a young CEO of a domestic mutual fund 
(MF), was alarmed about the recent down- 
grades in the pool of asset-backed securities (ABs) that he 
had lapped up last year for some new debt schemes. ABS, 





which are typically pools of assets like commercial 
vehicles, two-wheelers and cars, offer a higher return 
than triple A-rated paper or government securities. 
The rating agency executive comforted the caller say- 
ing that a downgrade wouldn’t affect the value of the 
assets much as there had been no major defaults yet in 
its pool so far. So, he shouldn’t worry. 


securities that are based on a pool of 


assets, typically personal loan, commercial vehicles, two-wheelers and cars. 
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Last fortnight, the CEO 
of that same fund was spot- 
ted in the waiting lounge 
of a large regional finance 
company with six others 
from the industry. All 
needed short-term credit 
lines to tide over the heavy 


TICK, TICK... 


The securitised portfolios of select mutual funds. 


Reliance Liquid Fund 





11,583 








chain. The danger does 
n't end with the Mrs. 
The bigger fear is that 
this exposure could have 
a cascading effect on the 
entire banking sector, 
with the risk getting 
transferred to many of 





: ICICI Prudential Liquid 12,610 14 

redemption that they had ጋይል the parent companies of 
all witnessed in their debe UT! Liquid Fund 4,626 ፲7 these MFs. 

schemes all of a sudden. Templeton India Bond 2,151 26 The dominance of 
8 If MF chiefs are worried, SBI Premier Liquid 2.457 17 mutual funds in securi- 
it isn't without reason. The bm tisation coincided with 
looming threat comes from ING Liquid Plus 2,043 22 ak £ private sector banks slip- 
the Rs 60,000-crore loan se- Birla Sun Life Liquid Plus 6,760 12 (ME ping into overdrive to 


curitisation market in which 
mutual funds have emerged 
as the biggest investors in the last 4-5 years. The 36-odd 
mutual funds are estimated to have an exposure of 
Rs 42,000 crore to all securitised products. That’s 8-10 
per cent of the assets under management of the industry, 
but if you look at the share of securitised product in 
debt schemes, the exposure represents 25-30 per cent. 
Also, as an NBFC CEO points out, ABS are totally illiquid; 
unlike the global markets, there is no secondary mar- 
ket for these securities. 

ABS and its variant, MBS (mortgage-backed 
securities), may not be as sophisticated or complex 
as the collaterised debt obligations (CDOs) and credit 
default swaps that brought Wall Street down to its 
knees. But the extent of the MFs’ exposure to them 
is giving sleepless nights to many Indian CEOs in 
the mutual fund industry that collectively manages 
assets of Rs 5,20,000 crore. 

If you’re still wondering why they’re worried, con- 
sider what happened with the Lehmans and Merrills of 
the us. These investment banks emerged as the weak- 
est link in the MBS crisis as they sliced and diced the MBS 
into multiple-risk levels and again packaged them into 
CDOs. When house-owners started defaulting on their 
mortgages, which were the underlying assets of these 
complex securities, their value fell dramatically; the 
banks had to resort to provisioning and write-offs, 
which eventually took their toll. 

In India, delinquencies in retail portfolios of banks 
have still not reached panic levels. But they’re inching 
up slowly but surely. Add that to the sudden drying up 
of liquidity, and the domestic mutual fund industry 
emerges as India’s weakest link in the securitisation food 


by principal and interest payments of a set o! residential and commercial mortgage loa 


Note: Figures are as of September 30, 2008 Source: BT Research 





hawk retail loans. Mong 
with ABS and MBs, banks 
and NBFGS like ICICI Bank, Kotak Bank, Indiabulls, Chola 
DBS and Shriram also packaged CLOs (collateralised loan 
obligations—these are securities whose cash flows are 
backed by a single corporate loan and the rating of the 
instrument reflects the credit quality of the underlying cor- 
porate borrower). These securitised products were then 
sold to investors like mutual funds, insurance companies, 
trusts and provident funds. 

It’s the lure of higher returns that attracted MFs to 
the risky securitised products, which offered returns 
that were 50-basis points to 1 per cent higher than 
returns on normal triple A-rated paper. Some offered 
even more depending on the risk profile. “We were 
forced to go for ABS because many top-rated | 
panies stopped borrowing from the market as prot- 
itability improved, reserves swelled and other 
avenues like external commercial borrowings and the 
equity markets opened up,” says the CEO of a mutual 
fund on the condition of anonymity. 

But why one should be unduly worried about ABs 
and MBs paper? It’s clearly because the underlying 
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"Better disclosures Cal 
ensure an orde! 
the ABS market and w 


equip investors to MaKe 
well-informed deci ظ‎ 


Prasad Koparkar 
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“There have been a few 
downgrades of ABS rating 
but the asset class has 


“Indian ABS and 
MBS are far simpler 
products than 


those that exist performed well with zero 


globally” 


_ Gagan Banga 





assets in the Indian context are also behaving abnormally, 
with non-performing assets (NPAs) rising across retail seg- 
ments like personal loans, two-wheeler loans and car 
loans. The rising NPAs will affect the values of ABS as de- 
faults are visible across the banking sector (see When Bad 
Loans Are Sown in Good Times, Page 70). 

The rating agencies for their part feel there’s little 
reason for worry. “There have been a few downgrades 
of ABS ratings but the asset class has performed well with 
zero defaults so far,” says Rajesh Mokashi, Executive 
Director, Care. Nilesh Shah, 
Deputy Managing Director, ICICI 


defaults so far.” 
Rajesh Mokashi 


xecutive Director, Care 





sectors like commercial vehicles (Cvs); as freight rates 
fall, cv defaults will rise. 

In fact, CRISIL alone has downgraded close to a 
dozen securitisation pools though none of the 
transactions has defaulted. “Today, the securitised 
downgrades in the industry are restricted to the per- 
sonal loan and two-wheeler pools," says Gagan 
Banga, CEO, Indiabulls Financial Services, which is a 
major issuer in the market. 

The other big risk that emanates from the ABs 
pool is the illiquid nature of these 
products. “This can sometimes 


Prudential AMC, reasons that the 
profile of an Indian borrower is 
better than that of his troubled 
western counterpart. “The risk is 
also distributed over thousands of 
borrowers in various retail prod- 
ucts,” explains Shah. 

Shah may be right as things 
stand today, but the risk is also 
gradually rising in the system due 
to inflationary pressure on every 
household and also rising interest 
rates. Credit rating major CRISIL 
recently put out a study that 
pointed to delinquencies rising on 
account of increasing exposure to 
higher-risk customers and rising 
interest rates. “The level of credit 
enhancement in transactions where 
delinquencies are witnessed is suf- 
ficient to absorb the level. of ex- 
pected losses,” says Dipesh Patel, 
Head (Structured Products), Fitch 
Ratings India. 

But experts say ABS and MBS 
investors have a limited recourse 
in case of credit losses rising in a 
pool of assets, especially unse- 
cured loans. Similarly, in other 
asset classes like secured ones, 
the danger is the economic down- 
turn, which will catch up with 
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@ Not understood by investors as a large 


_makea single product 


THE DANGER WITH 


SECURITISED PRODUCTS 





@ High-risk, high-return products 


Originated by private sector banks, 
NBFCs and companies; the mutual 
funds that pick them up have no 


| control over their credit quality | 


@ Highly illiquid with no secondary market: 


MFs have no option but to hold the 


__ ABS or MBS till maturity 


€ Not very transparent products; disclosures 


are on a monthly basis to rating agencies 
(in contrast to corporate debentures or 
bonds, in which information is always 
available about the company on a stock 
exchange on a daily basis). 


€ Globally, despite rating agencies rating 


them highly, a sudden chain of defaults 
in the underlying assets (mortgages) 
brought down the big institutions - 


number of loans are pooled together to 


© Not investor-friendly as MFs don't disclose 


the underlying assets of ABSorMBS — 


€ ABS or MBS exposure can lead to 


asset-liability mismatches if there are heavy 
redemptions in a scheme with very large 
exposures to such products 


lead to asset-liability mismatches 
if there are heavy redemptions in 
a scheme with very large expo- 
sures to such products,” says 
Peeyush Pallav, Director 
(Structured Finance—Non-Japan 
Asia) at Fitch Ratings’ Singapore 
office. Adds Prasad Koparkar, 
Head (Structured Finance 
Ratings), CRISIL: “Better disclo- 
sures can ensure an orderly 
growth of the ABS market and 
will also equip investors to make 
well-informed decisions. This 
will also over a period of time, 
lead to improved liquidity of the 
instruments as the secondary 
market develops.” 

The danger of illiquid ABs is 
heightened when corporate and 
large investors start pulling out their 
money from debt schemes like fixed 
maturity plans and floating schemes. 
That has already begun to happen, 
and fund houses are running from 
pillar to post to rustle up funds to 
pay for redemption as they cannot 
liquidate the securitised portfolio. 
Clearly, if the ongoing liquidity cri- 
sis persists for some more time to 
come, the ticking of the time-bomb 
will only get louder. 
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It doesn't have to. With the perils of playing with complex derivatives 
instruments now amply visible, the lesson to be learnt is clear-cut: 
Keep it simple. RACHNA MONGA 






EMEMBER JEROME 
Kerviel, the 31- 
year-old French 
trader with Societe 
Generale, who was 
at the elim of what's considered 
the largest fraud in banking his- 




















anam 


| Ihe Rs 100-crore manufacturer of 
| paper received a sudden jolt in March 
2008, when it found itself saddled 
with a loss of just under Rs 3 crore 
on forex derivative contracts it had 
bought from ICICI Bank. “The next 
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tory? Kerviel’s “rogue trades” in | & | complex forex arene great opportunity, we will be ex- 
equity derivates apparently drilled ners simpler ones. The depreci bod tremely cautious," adds Shah. 

a $7-billion hole in the French of the rupee has come to the reU To be sure, Sundaram Multi 

bank’s books. Kerviel’s high-jinks some companies. | el Pap is just one of the many small 

are not too different from those of — senior mana ከሽ and medium exporters who’ve 
: miliarise the n- 

another rogue trader, Nick Leeson, ሆም Se d rewards, basic a 


who brought down the British 
bank—Barings—in the mid-’90s. 
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burnt their fingers by entering 
into complex contracts with their 


ARM E | » (7-3 Putin place a risk gm. T banks to protect the value of 
t a time when hedge funds and | ework by installing systems. their foreign exchange inflows at 
investment banks are imploding A: ይመ monitor actions of dealers in the a time when the rupee was rap- 
globally, courtesy their exposure to pes tment. oso M idly appreciating against the 
trillion dollars worth of exotic, fi- = 8 E corporate dollar. The complexity of the 
nancially-engineered derivate products — Banks should መየ” understand- contracts in some cases was 
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verse are able to understand, the big ing and risk-taking 00 margins from rupee and dollar was depend- 
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seeped into the Indian financial system? cients on a dài 






- According to data tabled in Parliament 
earlier this year, Indian banks’ exposure 
to derivatives stood at Rs 127 lakh 
crore as on December 31, 2007. 


Handle with Caution 


"Nhat is the worth of an opportunity that can lose its ap- 
peal in a matter of few hours?” asks Amrut P. Shah, 
Chairman & Managing Director, Sundaram Multi Pap. 


I THE mm ng losses 


=  Canbe big, and LOSSES IN FORE EXICOMMODI 


HEOGING TRANSACTIONS 


ded : . unexpected 


company. Larsen & Toubr 0 


third currency against the dol- 
lar. If a company took a dol- 


lar loan, it could hedge it through a 
separate contract in a third currency, like a Swiss Franc, 


which was stable against the dollar. A recent Ernst & 
Young (E&Y) survey across 34 Indian corporate treasur- 
ies reveals that 44 per cent of those interviewed had used 
exotic structures to hedge foreign exchange risk. 

À few large-cap corporations, too, have lost out in 
their attempt to hedge—and not just in currencies. 


company Sundarat m 1 Multi Pap 
L- eb! 
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Consider engineering & construction giant L&T for 
instance, a company whose business entails exposures to 
a range of commodities (primarily metals like steel and 
zinc). Hedging is one way to protect against rising 
prices of commodities. But when it doesn’t work it 
doesn’t look pretty, as L&T found out. Its Dubai-based 
investment arm, Larsen & Toubro International FZE, 
reported a loss of Rs 267 crore in 2007-08 due to a 
decline in the prices of zinc and other commodities. 
L&T has since reduced its exposure in commodities 
hedges. The recent bust-up on Wall Street, however, is 
a good lesson for Indian companies to keep it simple. 
Hedging per se doesn’t result in any gain or loss as 


Much of the self-regulation has also been thrust 
upon India Inc. by new accounting guidelines from the 
Institute of Chartered Accountants of India. Accounting 
Standard (45)-30, which became mandatory in March this 
year, requires companies to differentiate between a 
hedge and speculative transaction, and to account for 
marked-to-market losses in their books. 

Not surprisingly, tax and audit firms such as E&v and 
PricewaterhouseCoopers (PwC) are getting mandates 
from companies on how they should hedge their forex 
receivables or assign value to their hedging transac- 
tions, or on the kind of risk management systems they 
should have in place. *Among companies, I see an in- 


“Hedging has re-assumed 
its original meaning as 
companies are prepared to 
do things that are simple" 


"Companies are putting 
limits on the proportion 
and the level of hedging 

that can be done” 


Kumar Dasgupta 


losses in one leg of the transaction are covered by 
profits in the other leg of the transaction. “It’s only 
when a company takes a position in derivatives that is 
not backed by an underlying actual transaction that re- 
sults in speculation,” says Pritam Kumar Patnaik, 
Assistant Vice President, Kotak Commodity Services. 

The complacency has made way for alertness and 
the need to understand the risks associated with 
hedging. In currency transactions, for instance, if an 
exporter had $5-million (Rs 24 crore) inflows to 
protect, earlier, he could enter into a leveraged trade 
of a higher value, say $30 million (Rs 144 crore). “The 
appetite for such leveraged trades has come down. 
Hedging has re-assumed its original meaning as com- 
panies are prepared to do things that are simple and 
that they can understand,” says Nandlal Bhatkar, 


Founder & CEO of a Pune-based derivatives soft- 


ware company, Pyxis Systems. 

Pyxis provides derivatives software services that 
evaluate and monitor complex financial transactions. 
The online platform is like a risk management tool that 
helps companies and banks monitor the activities of its 
traders. “Companies that were not willing to take a look 
at our products earlier have now become our cus- 
tomers,” adds Bhatkar. Companies have also ap- 
proached his firm for independent evaluation of trans- 
actions they enter into, obviously keen to not just rely 
on their bankers’ sales pitch. 
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Nandlal Bhatkar 





creased sensitisation in senior management ranks towards 
these issues. Banks, on the other hand, now expect cor- 
porate clients to show copies of risk management 
processes and adequate approvals from the board,” says 
Farrokh Tarapore, Partner, Advisory Services, E&Y. 

The E&Y survey points out that there is a crying need 
for stringent governance. Only one-third of the re- 
spondents in the survey said that the company board 
was involved in treasury activities. The governance 
will be meaningful if, among other things, the board is 
informed and understands all risks related to treasury 
operations; and if there is transparent reporting and 
revaluation of derivative instruments. 

As the commodities and currency markets con- 
tinue to be volatile, there is a sense of urgency to un- 
derstand the subject itself. Kumar Dasgupta, Partner 
at PwC, who relocated to India three months ago, says 
companies are putting in place limits on the pro- 
portion of hedging that can be done, the kind of de- 
rivative instruments that can be used for hedging, and 
the level of hedging that can be done by subsidiaries 
or group companies. According to Patnaik: “Unlike 
forex markets, commodities hedging is a different ball game 
and requires special skillsets and understanding about 
the hedging models.” He adds: “Many companies who 
have entered into commodities hedging are still learning 
the ropes. They will need to scale up their knowledge and 
understanding of the business of hedging.” 
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He was joking on the starting blocks. 
He reacted last to the gun. 
He ran against the wind. 
He didn't tie his PUMAs. 
He jogged over the finish line. 
He broke the world record. 
Then he danced. 
And reminded us that 
Being the best should be fun. 


Usain Bolt. 
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ECONOMY IN 


ECLIPSE 


The global crisis will eclipse the Indian economy, but only partially. 
And recession is nowhere in sight. SHALINI s. DAGAR 





o . OR MOST INDIANS, THE GLOBAL FINANCIAL CRISIS HAS BEEN MORE OF 
x |] a spectacle so far. They have seen and heard in amazement how 

several till recently high and mighty financial institutions of the 

western world have evaporated. They have seen how the us and 

Europe, the financial citadels of the global economy, have been 
grappling to keep their financial systems up and running. But the crisis 
hasn't hit home in any significant way-—notwithstanding scares and rum- 
ours about a bank or two. There have also not been any widespread job 
losses or income cuts specifically 
due to the financial crisis. That's 
for two reasons: The Indian econ- 
omy was already in a slowdown, 
the impact of which was being felt 
by consumers and producers alike. 
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India is also one of the 
least globalised economies 
among the emerging mar- 
kets, notwithstanding the 
all you hear of India’s rip 
roaring exports and suc- 
cesses in outsourcing. 

Before the financial 
implosion began on Wall 
Street, the problem was 
more of managing the 
slowdown—cooling 
down the raging growth 
in credit to dampen the 
inflationary trend. Begi- 
nning September, the fall 
in commodity prices, 
most notably of crude, 
was expected to tame the double-digit inflation, just 
in time for the impact of a good monsoon to kick in. 
That would have meant an end to the cycle of interest 
rate hikes—good news for consumers and producers. 

The eruption of the global financial crisis has sud- 
denly stalled this possibility—at least for now. “It is, per- 
haps, the most intense upheaval in the global financial 
sector ever. And the linkages to India are quite complex 
and still unanticipated. Things will get much worse be- 
fore they get better,” says Abheek Barua, Chief 
Economist, HDFC Bank. 

The question now is how much will the financial cri- 
sis hurt the real economy and for how long? Will it pro- 
long the slowdown and make it more painful? 


The Story in Numbers 

Let us check the latest available numbers from the 
real economy. In the first quarter of 2008-09, the 
economy expanded by 7.9 per cent, against 9.2 per cent 
in the corresponding period of 2007-08. The cumulative 
value of exports for the period April-August, 2008 
was $81.23 billion (Rs 3,89,904 crore), up 35 per 
cent over the figure for the previous year. During the 
same time, imports clocked around 38 per cent growth 
to around $130 billion (Rs 6,24,000 crore) over the 


SLOWDOWN IS SETTING IN AROUND 


THE WORLD 





Year on year % change in GDP 





same period last year. 
Despite the negative trend 
in portfolio investments, 
foreign direct investment 
during the April to August 
period was a healthy 
$14.8 billion (Rs 71,040 
crore), higher than the 
figure for the correspon- 
ding period of last year. 

The annual rate of 
inflation year-on-year 
remains in double digits 
though it seems to be eas- 
ing somewhat over the 
past few weeks. “The un- 
derlying inflationary pres- 
sures on the economy are 
not there anymore,” says Ajit Ranade, Group Chie! 
Economist, Aditya Birla Group. The latest growth 
figures for the Index of Industrial Production signal a 
setback. IP grew just 1.3 per cent in August 2008, stok 
ing fears of an industrial recession. But remember, It! 
has been erratic for a while. However, personal incom: 
tax collections—a rough proxy for urban income 
growth—was up by 23.4 per cent between April and 
September 2008 over the same period of 2007. 

No surprise then that India’s Finance Minister 
P. Chidambaram in one of his initial comments on 
said: “There is a storm blowing across the world. India 
will be affected to some extent, although indirectly, 
but Indian business and industry have placed India in a 
situation where we can weather the storm." 

So, what is the scare for? To be sure, investor 
sentiment had been sagging for quite som: 
due to high inflation and interest rates. The Dun & 
Bradstreet Composite Business Optimism Index 
for October-December recorded a decrease of 28.1 
per cent over last year. 

The global crisis, of course, injected a huge dose of 
uncertainty and scarcity of funds. Even the most cash 
rich have turned risk-averse. “Credit spreads for blue 
chip companies (AAA and AA+ rated) have widened from 





Source:World Economic Outlook, IMF 
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SPEAK 


The global financial crisis will 
reduce GDP growth for 
2008-09 by (% points) 


The GDP growth for 
2008-09 is likely to be 


Bibek Debroy 
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The rate of inflation by 
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year will be 
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The PLR of commercial 
banks by March 2009 
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In the 10-11 
per cent band 
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The investment rate Remain the same 


in India will 


Drop relative 
to 2007-08 


Decline 





30-350 basis points a few months ago to over 600 ba- 
sis points over government securities. This is unprece- 
dented,” says the treasury head of an Indian bank. 
The paralysing impact on the short-term financial 
management strategy is evident. In the coming months, 
the impact will percolate down to the real economy. 
Economist Bibek Debroy estimates that the crisis “will 
shave off 0.5 per cent of the GDP growth in India” (see 
Economist Speak). 

The first impact is on portfolio investors, who pulled 
out nearly $10 billion (Rs 48,000 crore) last fortnight. 
This trend is expected to intensify. Former investment 
bank-now-turned commercial bank, Morgan Stanley 
forecasts that slowing global growth will reduce capital 
flows to emerging markets to between $400 billion (Rs 
1,92,0000 crore) and $450 billion (Rs 2,16,0000 crore) 
from $750 billion (Rs 3,60,0000 crore) in 2007-08. 

Heightened risk perceptions and greater uncer- 
tainty will hit investments sharply. “The next 5-6 
months are going to be difficult,” says HDFC Bank’s 
Barua. “Beyond the obvious and visible strains such as 
on IT revenues, there will be serious funding problems 
for investment expenditures across sectors,” he says. 

Companies are expected to scale back plans to 
spend on growth and expansion. Subir Gokarn, 
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Chief Economist, Standard & Poor’s Asia-Pacific, 
says: “New projects, which have not attained finan- 
cial closure, will get the short shrift.” 

“Funding will be very difficult to come by in the 
next year to year-and-a-half,” says Arvind Parakh, 
CFO, Jindal Stainless. The company has already put on 
hold a $300-500 million (Rs 1,440-2,400 crore) 
expansion at its plant in Orissa. 

Infrastructure spending, the big bulwark for the 
economy, is expected to be hit in projects with larger 
share of private and foreign funds. Typically, the 
public sector undertakes 80 per cent of the infrastruc- 
ture spends. Vinayak Chatterjee, Chairman of Feedback 
Ventures, believes that the gross capital formation of in- 
frastructure in the terminal year of the 11th Five Year 
Plan (2007-2012) will drop from the expected 9 per 
cent of GDP to 7-7.5 per cent of GDP. 

The decline in fund flows through external commer- 
cial borrowings (ECBs) or the rising cost of raising such 
funds will also hurt a lot. “High interest rates will make 
private infrastructure projects less profitable, and we are 
likely to see less aggressive bidding in PPPs. For infra- 
structure assets depending on traffic and demand, such as 
airports, ports and highways, revenues may be less than 
expected. Demand destruction will also happen for such 


Consulting. Outsourcing. Investments. 


You can freeze your company’s retirement plans, but you can't 
freeze your financial responsibilities...or your employees’ plans to retire. 


You live in fear that your pension liabilities will outstrip your market cap. 


Your company is dealing with 8 fund managers, 22 investment funds and the administrative nightmare 
that goes with it. Now you have to tell your employees you have to freeze their retirement plans. 
You wish there were one company that could help you manage risk, control financial volatility, make 
the right investment choices and simplify administration, all while keeping your employees motivated. 








ITS TIME TO CALL MERCER 


MERCER 


MARSH MERCER KROLL 
MMC GUY CARPENTER OLIVER WYMAN www.timetocallmercer.com 
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Our collection of calibres is truly unique in the world, not only by the sheer number 

of calibres but also by the unparalleled breadth in design, shape and level of 
complication. Each of our timepieces is equipped with its very own numbered 
movement, specially created to enhance its specific design and achieved its functions, 

. . with over 60 calibres in creation today. Since our founding in 1833,the Manufacture 
|... has created over 1000 calibres. Absolute leadership in the history of watchmaking. 


— HAVE YOU EVER WORN A REAL WATCH? 


Manufacture Jaeger-LeCoultre, Vallée de Joux, Switzerland, since 1833 


Boutique - 245, DLF Emporio, New Delhi, 460 982 09 / 10 
Time Avenue, Mumbai, 265 15 757 ٠ Johnson Watch Co. Pvt. Ltd., New Delhi, 415 13 110 or 246 42 255 
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GUEST COLUMN 


WALL STREET WOES, INDIA'S OPPORTUNITY =, 


UCH HAS BEEN SAID IN RECENT 

M times about the reasons for 

the credit crisis that has hit 

Wall Street. But little has been said so 

far about what it means and what in- 

vestment opportunities this crisis 

presents, especially for Indian in- 
vestors and Indian companies. 

In the ongoing shake-up of the US 
banking industry, three of the top 
five US investment banks have gone 
down under the burden of their ex- 
posures to bad assets. The consoli- 
dation is not limited to investment 
banks. Over a hundred banks are ex- 
posed to the subprime crisis and on 
the "troubled list" of the US Federal 
Deposit Insurance Company (FDIC), 
with the latest casualties being 
Washington Mutual, the largest US 
savings and loan company, and 
Wachovia, one of the largest US 
commercial banks. 

Many other banks are being hit by 
the crisis despite strong balance 
sheets, and more consolidation is, 
therefore, expected to take place in the 
US banking sector. The stocks of 
National City Corporation of Cleveland, 
one of the largest banks in the US in 
terms of deposits, mortgages and 
home equity lines of credit, Sovereign 
Bancorp, a mid-Atlantic lender and 
one of the largest US savings and 
loan companies, and Fifth Third 
Bancorp, a Cincinnati-based regional 
bank, were hit very hard as investors 
worried about their prospects. 

These developments have resulted 
in the emergence of a small number 
of very large "universal banks", which 
control approximately one-third of 
the total amount of deposits in the 
US, who are looking for additional 





2008 





cash infusions to shore up their cap- 
ital, especially from third party in- 
vestors at attractive valuations. 
Smaller banks are also looking for 
additional funds, resulting in attractive 
investment opportunities in the US 
banking sector as a whole. 

Interestingly, the Treasury-led 
financial sector bailout that was 
approved recently may, due to provi- 
sions such as limits on executive 
compensation for troubled institu- 
tions that avail of the Treasury bailout 
facility, make private capital from 
foreign investors more attractive to 
such troubled institutions. 

The changing investment banking 
landscape in the US is opening the 
door to boutique Indian investment 


With the focus of 
Indian investors and 
companies on value 

investments, it is expected 
that there will be significant 
amounts of new and 
attractive investment 
opportunities, especially in 
the $25-50-million 
range in various sectors 


banks that have a strong investment 
advisory and research presence to 
expand in the US. At the same time, 
under increasing fire from the public 
over the financial cost of the bailout to 
US taxpayers, regulators are expected 
to encourage equity investments by 
third parties, including foreign 
investors, in the US banking system. 
Regulatory approvals for these 
investments are expected to be 
processed on an expedited basis. 


d 


The insurance sector is also ex- 
pected to change quite fundamentally 
following the demise of the world’s 
largest insurer, AIG. Changes are 
already afoot and there is much greater 
pressure to substitute the current 50- 
state insurance regulatory patchwork 
with a unified Federal regulatory over- 
sight framework. In addition to con- 
solidation in the insurance sector, a 
stronger focus on pure-play insurance 
businesses is expected, compared to 
diversified financial services compa- 
nies, which should result in the shed- 
ding of non-insurance businesses. 

Companies in non-financial sec- 
tors laden with debt are also viewed 
as bigger risks by their banks and 
are facing increasing difficulties in 
securing financing. Similarly, small 
businesses are finding it extremely 
hard to get credit from banks and 
are increasingly turning to angel 
investors, suppliers and personal 
credit cards for financing. 

With the focus of Indian investors 
and companies on value invest- 
ments, it is expected that there will 
be significant amounts of new and 
attractive investment opportunities, 
especially in the $25-50-million (Rs 
120-240 crore) range in various 
sectors like IT/ITES, outsourced 
healthcare, pharmaceuticals, auto- 
motives, textiles, chemicals, energy 
and power. 

Today, cash is king .and cash-rich 
Indian companies, thus, enjoy a 
strategic advantage. 


The author is a Partner at Baker & McKenzie 


LLP, one of the largest law firms in the world, 
and assists several Indian companies with 
their business interests worldwide. 
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bt media 


Movies may be the biggest part of UTV's portfolio, 
but founder Ronnie Screwvala has also turned the 
spotlight on television, gaming and the digital medium. 


ANUSHA SUB 


OR RONNIE SCREWVALA, 
Founder-Chairman & 
CEO of UTV, work mat- 
ters more than words. 
So, earlier this month, 
when a leading us-based lifestyle 
magazine named him one of the 
75 most influential men of the 


MULTI-MEDIA THRUST 


UTV is covering the entire spectrum of media & entertainment 





ms 7 


RAMANIAN 


213 century, Screwvala did not 
throw a big bash. 

The pioneer of Indian media 
(cable Tv company, 1981; daily 
soaps, 1994 and so on), was prob- 
ably planning the deployment of 
the Rs 900-crore-plus that The 
Walt Disney Company has in- 


vested this February in the urv 
group. Or maybe, he was working 
on strategies for interactive gaming 
(he has just completed three 
acquisitions), TV content (making a 
comeback), broadcasting (great 
start with Bindaas), and new media 
like the Internet and digital (Big 


TELEVISION BROADCASTING MOVIES INTERACTIVE NEW MEDIA 
Broadcasting | Youth-centric channels Production/ Gaming Portals across business & 
TV content | like Bindaas and Bindaas co-production (online, console, finance, entertainment, 
Airtime sales Movies Distribution mobile) gadgets and consumer 
Dubbing UTV Movies Marketing Animation electronics 
Syndication World Movies 


UTVi (English business) 
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competition looming). 

An affable but shi 
nessman, Screwvala ha: 
lieved in multiple revei 
and is close to achieving | 
making UTV a 360 degi 
company even as it gr 
per cent a year. 

In recent times, his 
achievement was in getti 
Disney to pick up a 15 
stake in UTV Global Br: 
for Rs 119 crore. Earlie 
had acquired 32.1 per ር: 
ent UTV Software Comm 
for Rs 805 crore. 

Screwvala expects Disne 
to power UTV's growtl 
ticals. “In all our five verti 
are looking at a strong 
with Disney. We will 
movies, we will look 
productions for the don 
ket, we could even lo: 
distribution in Ind 
Screwvala. “In broadcas 
"What sets UTV bining our five chai 

Disney's three channe 


apart IS the fact look at a common distri 


“oe form, common airtime 
that It IS five years cross-promotions ot ou! 
h d Í y di Screwvala says he 
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But cash-rich players like Anil 
Ambani’s BIG are moving fast 
across segments, while foreign 
giants like Viacom are also elbowing 
into the market on the back of locals. 


So, how are UTV’s verticals doing? 


UTV Motion Pictures 


The movie production business has 
been UTV’s cash cow so far, having 
evolved from a mere distribution 
set-up into a scalable and profitable 
model. The movie segment’s rev- 
enues grew 236 per cent during the 
year to March 31, 2008—from Rs 
72 crore in 2006-07 to Rs 242 crore. 

Screwvala expects this business 
to account for 40 per cent of UTV’s 
top line in the current financial 
year. Siddharth Roy Kapur, CEO, 
UTV Motion Pictures (UMP), says: 
“We initially started off as a dis- 
tribution business and then built 
the studio model. Today, we are a 
successful studio model.” 

Considered India’s second- 
biggest movie company, UTV spends 
big on marketing. While Indian pro- 
ducers, typically, set aside 5 per cent 
of their budget for marketing, it fol- 
lows international studios with a 
splurge of 40 per cent on marketing. 
And like Disney or Warner Brothers, 
UTV also does its own distribution, 
so, it can make more daring films 
and take risks. 

What also sets UTV apart from the 
local competition is inter- 





" Bindaas became the #1 youth 
channel within a year of its 
launch, and we now plan to 
take it down south" 


Zarina Mehta/ CEO/ Bindaas 


with Manoj *Night" Shyamalan, 
grossed $162 million (Rs 778 crore) 
at the box office. UTV's share in the 
venture is 50 per cent—and it is yet 
to exploit its home entertainment 
and satellite rights. It has also signed 
a $30 million (Rs 144 crore) co- 
production deal with Will Smith's 
Overbook Entertainment and Sony 


Pictures Entertainment for two 
Hollywood films that will be dis- 
tributed worldwide. 

Media analysts are bullish about 
UTV's motion picture business and 
say it has a robust business model 
that gives it margins of 25-30 per 
cent. But, given the overall eco- 
nomic scenario, the business could 
see a slight slowdown. 


UTV Global Broadcasting 


“If we have to be a media 
conglomerate, there is no way we 
can shy away from the broadcasting 
business," says Screwvala. *But we 
are clear that we are not getting 
into the crowded general enter- 
tainment space." 

Says Shantonu Aditya, Executive 
Director, Urv Global Broadcasting: 
"UTV has been a strong player in 
content, and broadcasting is a 
natural extension." 

Broadcasting could contribute 
12-15 per cent to the top line. 
Currently, it operates five chan- 
nels—Bindaas, Bindaas Movies, UTV 
Movies, World Movies and urvi 
(English business news channel). 

Zarina Mehta, CEO, Bindaas, 
claims her channel became the #1 
youth channel within a year of its 
launch, and she now plans to take 
it down south. 





national exposure, which ica 
has its rewards. The broadcasting business 
Happ በይፍ. Urs Holl اا‎ Listed UTV Motion 
wood project in association Pictures on AIM 


Acquired controlling 
interest in Ignition 








ፍ Entertainment and 
[he Story So F ar ከ f began pons À 
N . egan movie 
‘has been a heady ride over the past two years. mm rt i. 
Founded business to Disney Indiagames. 
Commenced Started Commenced | Entered ç 
s l - olda Co-produced two 
" commercial | movie ` dubbing into د‎ Commenced strategic Hollywood films with 
airtime sales | distribution business animation broadcasting Completed stake Fox Searchlight and 
business business business | business by Initial Public | to Disney Entertainment Farm 
launching Vijay TV | Offering 





1993 


A mam SAN ሰ Se SE S 
መየ ገ. Em - 
EI Re am صا اسم ی‎ m . 








H2 









VES 


" 



































Hh IE 
2 3 











— a aa=saaA. 


Ia EE OP Ip ASIAN AA S s A ANS mawan rr ቅራ ለሥ AD Tome Y tete dente ta e 





i 
H 
፥ 
H 
H 
5 





سبيت ANG‏ نس م رع luas Iris S‏ يي 





201110 





i 
i 
H 
i 
$ 
i 








—————HÓ— A Ó 











r 1 


e 


mb 





Nov 











H 
7 
Ss 
5 


ist 





Er 
RE LE SUL 
2 SEAS 


em 











asa 
* 


EP ፥ 


HE 


EX: 


g 


ተሴ 


C 


F 


Tess 









ተደ EE 





መቺ... cr 
Gies 
ን “ነ ዓብ 





bt media 


The two other niche channels 
are UTV Movies and World Movies. 
According to Dilshad Master, Coo, 
UTV Entertainment Television, within 
five weeks of its launch, World 
Movies was the #3 movie channel 
and began attracting advertisers. 
“We had 25 advertisers on Day 1 
and prime time was booked at 80 
per cent,” Master says. 

“We will invest approximately 
Rs 500 crore in broadcasting over 
the years... and will break even by 
2010 if all goes well,” adds Aditya. 

However, analysts like Poladia 
are not ready to buy Aditya’s script 
fully, citing a challenging external en- 
vironment that includes high car- 
riage fees (UTV itself is understood to 
be spending at least Rs 100 crore on 
this count for its five channels). 


UTV Television 
Screwvala has brought in Ajit Thakur 
from Hindustan Unilever to head 
the TV content business, which had 
lost its way after having led the mar- 
ket up to 2003 when rivals came 
up with specialised content like 
soaps, comedies and reality shows. 
This segment is expected to fetch 21 
per cent of total revenues this fiscal. 
Currently, revenues from the 
overall Tv content segment within 
the media and entertainment sector 
are at around Rs 1,000-1,400 crore 
and this is expected to grow to Rs 
3,000 crore over next three years. 
Thakur is keen on replicating 
the motion pictures studio model 
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The Big Picture Segmented Revenue Break-Up 
^ 40 Movies 39 
6 New Media 9 
2006-09 1 | 13 Broadcasting 12 
@ 18 Gaming 28 


21 TVcontent 12 


Figures in per cent 





"World Movies became the #3 
movie channel within weeks of 
its launch and prime time was 
booked at 80 per cent" 


Dilshad Master 
COO/ UTV Entertainment Television 


for the TV content business. UTV 
Television will focus on in-house 
reality shows, big-scale fiction and 
joint co-productions. 


Interactive, Gaming & Net 

This is a relatively new business 
for UTV, and it has grown through 
acquisitions. In 2007, it bought 
out UK-based Ignition Entertai- 
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ፌሪ 
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nment and the India-based India- 
games. Ignition develops and pub- 
lishes games for leading consoles, 
whereas Indiagames is a mobile 
and online gaming player. More 
recently, the company picked up a 
majority stake in Us-based True 
Games Interactive. 

The gaming market worldwide 
is worth $24 billion (Rs 115,200 
crore) and is expected to grow to 
$32 billion (Rs 153,600 crore) by 
2010-11. Preneet Malhotra, CEO, 
UTV Interactive, says: *Given this 
market size and growth, our aspi- 
ration is to be the #1 global gaming 
company out of India." 

Screwvala expects this segment 
to contribute approximately 18 per 
cent of revenues in the current fiscal. 
He says Indiagames can contribute 
Rs 40-50 crore and Ignition Rs 100- 
110 crore to the top line. 

In the Internet and digital seg- 
ment, UTV is still sifting through 
technologies and options. *Anything 
you do now has to sustain itself for 
the next 15-20 years," says T.N. 
Prabhu, CEO, New Media. It will 
focus on four domains—business 
and finance (UTVi.com), entertain- 
ment, music, and gadgets and 
consumer electronics. 

"We have set aside Rs 120 
crore for this space that will be 
invested over the next three years," 
Prabhu says. UTV expects 5-6 per 
cent of its top line in 2008-09 to 
come from this segment and break- 
even this year. 


Enough for Everybody? 

Analysts say UTV's presence across 
many segments de-risks its busi- 
ness model, but it can expect com- 
petition as big Indian players seek 
foreign partners and new markets. 
Screwvala is not perturbed: “We 
are not looking at a competitive 
market because we believe that 
today everyone is challenged to 
grow the market... Before we start 
talking of serious competition we 
need to first grow the market.” ፪፪ 
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Social Networking 


Waiting to Explode 


It accounts for only a miniscule share of the ad pie, but it is growing exponentially 
and could well become the Next Big Thing for advertisers. SHAMNI PANDE 





UBROTO BAUL IS IN HIS LATE- 
20s. Two years ago, he en- 
tered his first job as a man- 
agement trainee at 
Whirlpool India and is now 
a Corporate HR Associate with the 
company. Like many upwardly mo- 


bile Indians his age, Baul likes to 
live life to the fullest. He regularly 
eats out and shops for books and 
music CDs. He likes hanging out 
with friends, and yes, he spends at 
least five hours every week chatting 
with, and making new, friends on 


social networking sites like Orkut, 
Facebook and LinkedIn. 

What’s the big deal? you might 
ask, Baul is a typical example of an 
upwardly mobile young Indian ex- 
ecutive. Everyone his age is doing the 
things he does, like spending hours 


Do You Orkut? An overwhelming majority of corporate executives are into social networking. 


Are you a member of an online 


Do you agree or disagree with the following statements? 
social networking site? 


| Online communication is as meaningful 
| as face-to-face communication? 


| have more friends online than | do 
in the real world 


College students/ PG Students 
3? . 
Working executives/ SEP (between 25-35 yrs) Working executives/ SEP (between 25-35 yrs) 
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at social networking sites. 
True, but less well known 
is the fact that everyone 
and his uncle are also doing 
the same. 

Cut to Ranju K. 
Mohan. He is 45-years 
old, married, with two 
children, and is vp 
(Marketing) at Henkel 
India. He has been work- 
ing for 19 years, puts in a 
punishing 12 hours a day 
at office but still finds time 
to spend at least three 
hours a week catching up 
with his network of friends 
and acquaintances across 
the world (on Facebook 
and LinkedIn; his wife is 
on Orkut). 

Baul and Mohan are 
not the only ones spend- 
ing time on these sites. An 
overwhelming majority of 
executives in India Inc., 
across all levels—including 
those in senior, decision-making po- 
sitions—are also doing so. According 
to a survey by leading market re- 
search firm Synovate, commissioned 
by Business Today, an overwhelming 
94 per cent of corporate executives 
in India are aware of the social net- 
working phenomenon and 79 per 
cent are actually members of one 
or more social networking sites. 
This finding flies in the face of con- 
ventional wisdom that social net- 
working is predominantly a teenage 
phenomenon. This is also contrary 


| feel comfortable giving out personal 
details on social networking sites 


College students/ PG Students 
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“The social موود ع‎ 
advertising market will touch 
Rs 1,300 crore soon” 


Mahesh Murthy, Founder, Pinstorm 


to the findings of another survey 
carried out by Synovate globally, 
which showed that 58 per cent of 
people across 17 countries do not 
know what social networking is. 
Naturally, some companies are 
latching on to this trend. At the 
height of IPL frenzy earlier this year, 
the Mohali team made a very savvy 
move to connect with fans. “We 
used Facebook in combination with 
mobile applications for the Kotak 
Kings XI Punjab team, resulting in 
thousands of cheer messages pouring 


| get more enjoyment from my online 
friendships than from real people 
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in,” says Meera Sharath 
Chandra, President & 
National Creative Director, 
RMG Connect, a JWT Group 
company that does digital, di- 
rect and CRM marketing. 


Big Market 


This is not at all surprising 
given that there are already 
an estimated 17 million 
Indians who visit or use so- 
cial networks. “This number is 
bound to grow once Orkut 
starts actively marketing in 
India. So, India is not yet in 
the top 10 globally, but should 
be by next year,” says Mahesh 
Murthy, Founder, 
which is an independent digi- 
tal marketing firm with seven 
offices in six countries 
Despite this—and despite 
the media hype over the 
networking phenomenon— 
ad spends, the major, 
ten the only, source 
enue for social networking sites, re- 
main small (at an estimated Rs 20 
crore) in absolute terms. “Our audit 
in 2007 showed that the digital mar- 
keting spends (Internet+mobile) in 
2007 in India was around Rs 450 
crore. We think that this market 
will grow almost 100 per cent this 
year to Rs 850 crore,” says Murthy. 
A more conservative estimate, 
by Lintas Media Guide 2008, how- 
ever, places the market at 
only Rs 215 crore. This 
is only a drop in the 
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online social networking 
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ocean—the total advertising spend in 
India, spanning print, audio visual, 
out-of-home and digital media, was 
Rs 17,356 crore in 2007-08. In fact, 
the share of digital media in the to- 
tal ad pie is only about 1 per cent. 
But the market is growing at a fast 
clip—according to Lintas Media, 
ad spends online are growing at 
over 40 per cent in India. 

“The interesting thing to watch is 
that almost 57 per cent of online 
users are part of social networks,” 
says Leroy Alvares, Country Head, 
Tribal 008 India, the digital arm of 
the Mudra Group. 


Where Are the Ads? 


So, why aren’t advertisers flocking to 
social networking sites in larger 
numbers? “Social media works, and 
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Orkut and YouTube are popular 
across target groups. 
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service on the basis of Net ads? 
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big time. But I would measure it 
not just in numbers but in the kind 
of affinity groups it builds. These 
groups are the cyber currency of 
the future. But overt brand messag- 
ing is a counter-productive strat- 
egy," says Chandra. She suggests 
that the way to go is to find social 
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Advertisements for other internet 
Services 
College students/ PG Students 
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ues that bind people together and 


then let the community form natu- 


rally and at its own pace. “You need 
to seed this community with sto- 
ries, conversations... even contro- 
versies, and allow the group to ex- 
press itself,” she says. The idea, then, 
is to ensure that brands become a 
part of the stories. 

So, for every company that cre- 
ates a flutter about starting its own 
community portal, such as sunsilk- 
gangofgirls by Hindustan Unilever, 
there are others like Samsung India 
Electronics or a Dabur India who 
have restricted their online tryst and 
not yet jumped on the much-hyped 
social media. “Dabur Gulabari has 
always been associated with beauty 
and is the only personal care brand 
in India offering the goodness of 


You go online for... 
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rose for soft and fresh skin. We 
have taken Dabur Gulabari’s asso- 
ciation with beauty a step further 
with college beauty pageants in Uttar 
Pradesh. The contest was widely 
promoted on the Net with a special 
contest microsite that invited on- 
line entries. This website was pop- 
ularised through various on-ground 
campaigns. It was a huge success 
and we received over 3,000 entries 
from across UP,” says Disha Asher, 
Product Manager, Dabur India. 

“Pm surprised that key youth-fo- 
cussed brands like Coke, Pepsi, 
Levi's, Lee, etc. don't have much 
presence on social media," adds 
Murthy. Why? One reason is that 
the booming satellite channels offer 
competitive rates luring most players. 
Also, most marketers tend to stick to 
a media they are familiar with. But 
this is still surprising, since the BT- 
Synovate survey suggests that 80 
per cent of all social networkers do 
notice advertisements placed on 
their sites, though only 52 per cent 
of such people know who the site 
sponsors are. 

That an addressable market exists 
is beyond question—and it's not 
only the teeny-boppers who peo- 
ple this space—but the impression 
that social networking is a teenage 
phenomenon persists. Says V. 
Ramani, Vice Chairman & 
Managing Director, Ignitee Q 
(that was until recently 
called Connecturf): *There 
is an increase in the absolute 
number of the 35+ age 
group on social networks, 
but because of the sheer 
pace at which younger peo- 
ple are taking to social net- 
work, their percentage re- 
mains small." That said, sites 
like Facebook allow adver- 
tisers to advertise accord- 
ing to demographics and 
this, he feels, is an effective 
way to reach out to the 
elder age group on social 
networks. “I am sure other 
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“An increase in the 35+ age group has been shad- 





owed by the sheer pace of young people taking over" 
V. Ramani, Vice Chairman & MD, Ignitee 


social networks will follow suit," 
he says. 

Interestingly, one industry seg- 
ment that is taking to social net- 
working in a big way is the executive 
search sector. “In India, social net- 
working is largely used for research 
and to obtain profiles and names. 
We don't actively use these sites to 
seek candidates but use them once in 
a while for contact information," 
says Purvi Sheth, vp, Shilputsi. 


The Most Popular Sites 

Orkut remains the most popular so- 
cial networking site in India by a 
wide margin—more than 90 per 
cent of our respondents are mem- 


Word of mouth 


Online social networking sites are gaining on credibility. 
PG: Postgraduate Students 
WE/ SEP: Working Executives/ Self-Employed Professionals 
CDM: Corporate Decision Makers 
Source: BT-Synovate Survey Sample size: 76 college and postgraduate students, 
100 executives in the 25-35 age group, 60 executives who are 35+ , and 60 
corporate decision makers in Delhi, Mumbai, Bangalore, Chennai and Hyderabad 
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bers, and there's no major devia- 
tion across age groups. YouTube 
comes second and BigAdda third. 
Interestingly, and contrary to pop- 
ular opinion, there is no evidence to 
suggest that LinkedIn, considered 
a favourite haunt of *older people", 
is actually attracting its supposed 
target audience, at least in India. In 
fact, LinkedIn has a lower traction 
among 35+executives (at 15 per 
cent) and decision makers (at 12 
per cent) than among executives in 
the 25-35 age group. 

So, has social networking as an 
advertising platform, reached an 
inflection point where it is wait- 
ing to explode? “Yes,” says Murthy, 
“social networking-re- 
lated advertising mar- 
ket will touch Rs 1,300 
crore soon.” 

But the real beauty 
of social media, accord- 
ing to Chandra is “that 
you get responses real- 
time and on-the-fly," 
she says. And that, in a 
country where even the 
epics have been passed 
down the generations 
by word of mouth, 
means that social media 
will probably explode 
once the dark clouds 
over the economy be- 
gin to clear. 8 
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What can go wrong? they asked last year. Well, this year, what hasn't gone wrong? 
Result: fewer foreign tourists are visiting India this year. TEJEESH N.S. BEHL 


EFFREY R. IMMELT, CHAIRMAN 

and CEO, GE, cancelled his 

trip to India due in the first 

week of October in response 
to the *exigencies" back home 
in the us. These, of course, inc- 
luded a third successive quarterly 
decline in profits and raising 
$15 billion (Rs 72,000 crore) from 
a stock sale. 

Then, Jim Doyle, Governor 
of Wisconsin, called off his trip 
to India, scheduled for November 
this year, after a series of bomb 
blasts shook several Indian cities. 
The 258-member delegation acc- 
ompanying him would have 
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netted India an estimated Rs 2.1 
crore in tourism earnings during 
its proposed five-day stay in the 
country. 

While these are only two high- 
profile visits that weren't, they are 
by no means the only ones who 
did not board their flights— 
it’s becoming a trend that has the 
Indian tourism and hospitality ind- 
ustry on tenterhooks. 

"Ours is an industry that 
derives its demand from other sec- 
tors. There is a direct correlation 
between GDP growth rates and 
tourism growth figures—so, to say 
that there will be no impact of 


financial meltdown will be wrong,” 
admits Nakul Anand, Divisional 
Chief Executive, Hotels, ITC, who 
estimates the downswing to be 
10 per cent this year. “The acid 
test, however, will come after 
November as we are currently rid- 
ing on the crest of bookings made 
some 5-6 months in advance. Plus, 
October has a lot of holidays, so 
corporate travel will also be 
down," he adds, an indication, 
perhaps, that while he is high on 
optimism, there is a palpable nerv- 
ousness in the market. 

It's not without reason that 
hotels and travel agents alike are 





feeling knots in their stomachs. 
The us (along with Canada) and 
Europe account for almost 50 per 
cent of India’s inbound tourist arr- 
ivals, which, in 2007, crossed 
5 million for the first time since 
Independence. In fact, the us, at 
15.73 per cent, and the UK, at 
15.67 per cent, brought in over 
31 per cent of the total tourist 
arrivals of 5.08 million last year. 
But while the financial turmoil 
will take its toll, top-end corporate 
executive travel is certainly down 
for the financial services and ITES 
sector—the recent blasts at 
Bangalore, Ahmedabad, Delhi, 
Malegaon, Modasa and Agartala 
have shaken tourist confidence in 
the country. 


Flat Year for Travel Companies? 


“A prospective tourist makes his 
decision based on what he sees 
on television. So, while a stray 
bombing might be dismissed, a 
series of bomb attacks across the 
country—with a potential threat 
of more to come—has an effect 
on the psyche of a tourist," says 
Madhavan Menon, MD, Thomas 
Cook India. Menon, in fact, 
adds that, while on its own, the 
financial meltdown will not have 
significantly slowed down the inb- 
ound arrivals, combined with 
the security situation in the coun- 
try, it may result in a flat (no 
growth) year in terms of earnings 
for many travel companies. 
Arrivals this year could be hit 
by up to 18-20 per cent, and 
leisure destinations such as 
Rajasthan and Kerala are likely to 
bear the brunt of large-scale can- 
cellations. In fact, data shows that 
even before the peak tourist sea- 
son—October to March—got 
under way, the rate of growth in 
inbound tourist arrivals was sig- 
nificantly down this year vis-à-vis 
2007. In July and August 2008, for 
instance, the growth figures have 
tapered to 7.4 per cent and 





FEAR FACTOR 


Growth in Foreign Tourist Arrivals is Falling 








Foreign exchange earnings in $ million 


The Leading Countries 


France receives the largest number of foreign tourists. 


COUNTRY RANK INTERNATIONAL % SHARE* 
TOURIST ARRIVALS 


(in million) 











FRANCE 1 81.9 9.07 
SPAIN ረ $9.2 6.56 
USA 3 56 6.20 
CHINA 4 54.7 6.06 
ITALY 5 43.7 4.84 
UK 6 30.7 3.40 
GERMANY 7 24.4 2.70 
UKRAINE 8 23.1 2.56 
TURKEY 9 22.2 2.46 
MEXICO 10 21.4 2.37 
INDIA 42 32 0.56 
Figures are for 2007 *Of international market 


«> India calling! No! 
IOW, Say tourists 


9.2 per cent, respectively, from 
18.5 per cent and 17.5 per cent in 
2007 and 2006. 

“On an average, there’s a 
10-14 per cent growth in tourist 
arrivals year-on-year. This year, 
while the first half has seen around 
12 per cent growth, the second 


half may be much slower—grow 
ing by about 5 per cent only. So, 
the average yearly increase this 
time may be in the region of 
7-8 per cent,” feels Ashwini 
Kakkar, Executive Vice-Chairman, 
Mercury Travels. 

Foreign exchange earnings, too, 
have been hit by two factors. First, 
cancellations from the us and UK, 
India's two biggest source mar- 
kets, have already crossed 26 and 
20 per cent, respectively, since the 
start of the financial year. 
Normally, cancellations from both 
countries are around 10 per cent of 
the total bookings. 

Secondly, companies overseas 
are cutting slack. Yahoo!, for ins 
tance, has cracked down on non- 
compliance with travel entitle- 
ments. It is strictly monitoring 
adherence to expense limits for 
various cities and airfares and 
booking hotels only from their 
approved list. For air travel, any 
ticket booked above a difference of 
$200 (Rs 9,600) more than the 
cheapest air fare gets flagged to 
the Senior vp level. 

Measures like these are prompt- 
ing hotels in India to revise their tar- 
geted room nights, which in some 
cases, are lower this year than the 
corresponding period in 2007. 

“Tt is the high-end leisure market 
that will be affected, while some 
mid-value travellers will become 
low-value tourists and, yes, while 
India, per se, is still an attractive 
destination, the guy there (in the 
US and Europe) doesn't have the 
money to spend—more so due to 
the higher air ticket prices than any- 
thing else," argues Patu Keswani, 
Chairman and MD, The Lemon Tree 
Hotel Company. 

Indeed, as Keswani points out, 
growth in revenues will not be a 
problem—the industry, on an ave- 
rage, is expected to report growth of 
15-20 per cent. His bullishness will 
see him raising Rs 680 crore this 
year to fund his expansion plans 
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Î Ontenterhooks: The tourism 
and hospitality industry 


and he is also getting into a 51:49 Jv 
for a 200-room project in New 
York with an investment of $47 
million (Rs 225.6 crore). 

What may be of concern, 
Keswani says, will be the momen- 
tum, as the expected growth 
was slated at 25 per cent. It’s 
barely the beginning of the peak 
tourist season and hotels across 
the spectrum are already dis- 
counting their rooms. 

At The Park Hotels, for ins- 
tance, the best available rate (BAR) 
is hovering at Rs 10,000 against a 
rack rate of Rs 14,000—exclusive 
of taxes. The average duration of 
stay is also down from 3.25 days 
to 2.75 days while delegation 
strength for conferences has also 
halved—from 15-20 to 7-9. And 
given the sombre economic mood 
globally, the incentive market is 
completely down. Even at upscale 
business hotels like The Oberoi, 
New Delhi, one can get a stan- 
dard room for Rs 10,500 against 
a rack rate of Rs 18,000 (exclusive 
of taxes)—a discount of over 41 
per cent. Much of this discounting 
has to do with lean corporate 
travel this month due to a surfeit 
of holidays. This anomaly, say 
hoteliers, should correct itself in 
the next month—with the result 
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DEALS YOU CAN STEAL 


What some leading hotels are offering 
this season. 


























HOTEL BEST AVAILABLE RACK 

RATE (BAR) RATE 
ITC Maurya, Rs 12,000 Rs 21,000 
New Delhi 
(Standard Room in Executive Club) 
The Oberoi, Rs 10,500 Rs 18,000 
New Delhi 
(Run of the House Room) መ os 
The Oberoi, Rs 9,000 Rs 19,500 
Bangalore 
(Dele Room) — — 
The Leela Palace Rs 13,000 Rs 15,000 
Kempinski, Bangalore 
(Standard Room) 
ITC Kakatiya, Rs 10,925 Rs 16,500 
Hyderabad 
(Executive Room in Executive Club) 
The Taj Mahal Palace Rs 14,000 Rs 18,250 
and Tower, Mumbai 
(Superior City Facing Room) 
Trident, Mumbai Rs 13,000 Rs 21,000 
(Deluxe Room) 
The Grand Resort, Goa Rs 9,000 Rs 18,000 
(Standard Room) 
Le Royal Meridien, Rs 8,400 Rs 13,000 
Chennai 
(Executive Room) 
The Oberoi Rs 23,500 Rs 30,000 
Udaivilas, Udaipur 
(Premier Room) 


All rates are exclusive of taxes, which vary from state to state 
BAR as available on October 11, 2008 


that the difference between the 
rack rate and the BAR will be con- 
siderably reduced. 


New Entrants, Beware! 
While the established players may be 
able to sail through with a few 
bruises, it’s the new entrants whose 
survival could be in jeopardy. The 
meltdown has already claimed one 
victim—Dawnay Day Hotels, which 
has been sold off even before it 
welcomed its first guest. According 
to its MD Mandeep Singh Lamba, 
except for the three properties com- 
ing up—in Jaipur (January 2009), 
Ahmedabad and Pune (mid-2010)— 
all other proposed hotels will have 
to wait for the green light from the 
new owners. 

More than the pain in the cur- 
rent quarter, it’s the next 3-4 quar- 
ters that are scaring the living day- 
lights out of the tourism industry— 
that is when the after-effects of the 
current downturn will become visi- 
ble. Belt tightening has already be- 
gun—mostly concentrated around 
trimming the workforce or ratio- 
nalising it. *Over the years, the hos- 
pitality industry, riding the boom 
phase, converted some of its variable 
costs into fixed costs—such as man- 
power costs in back-of-the-house 
areas. These can be outsourced with- 
out compromising service quality," 
says ITC's Anand. 

Others like Keswani are looking 
at redeploying staff across functions 
and also cutting down on discre- 
tionary expenses to shore up their 
bottom lines. New markets are also 
being tapped—in particular China, 
Japan, Eastern and Central Europe 
and even Pakistan and Bangladesh, 
which, incidentally, was the third- 
highest source country in 2007 with 
a share of 9.45 per cent. 

Will these measures help? They 
may not, says Keswani, but they 
will certainly narrow the gap bet- 
ween expected and actual growth 
and the industry could well live 
with that—till another day. 88 
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Foreign technology giants aren’t just dominating the domestic 
market, they're opening up new segments and setting the agenda 
for some categories. RAHUL SACHITANAND & KUSHAN MITRA 


CROSS INDIA, COMPANIES 
will spend Rs 110,000 
crore on their IT and 
BPO requirements in 
2008, according to 
research agency IDC, and multina- 
tionals are looking to dominate 
their buying across software services 
and products. While IBM is the top 
player in the services market, with 
10 per cent market share, HP dom- 
inates the hardware market, even as 
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Dell has ascended to the #1 
position in the large enterprise mar- 
ket. What's more, in the Internet 
gear market, Cisco Systems is a 
dominant player across multiple 
segments and is aggressively grow- 
ing its market share. With the 
Indian IT market expected to grow 
at an estimated CAGR of 18 per cent 
over the next five years, MNCS are 
getting prepared to dominate 
proceedings, with several companies 


already topping the $1-billion 
(Rs 4,800 crore) revenue mark for 
their India operations and laying 
down the gauntlet to their 
domestic rivals. 

IBM, which first came to India in 
1951 (before being shown the door 
in 1977 and returning 14 years later), 
is leading the way in the services 
market, with multiple big-ticket deals 
across the telecom, financial serv- 
ices and consumer goods sectors. 





Company executives claim Big Blue’s 
$1.5 billion-plus (Rs 7,200 crore- 

plus at current rates) deal with Bharti 
Airtel ignited growth in and attention 
paid to the domestic market. “The 
IBM-Bharti deal was a landmark 
because it was a risk-sharing deal," 
says Som Mittal, President of Nass- 
COM. Nipun Mehrotra, General 
Manager, Global Technology 
Services, IBM, says that the company 
has taken its India-focussed approach 
even further. “The idea is to partner 
in innovation and business transfor- 


mation; the idea 15 to give more == 


than just IT," he says. 

As an example, he talks about an 
agreement the US company has 
signed with insurance company Max 
New York Life and collaborated on 
a new product called Max Vijay. | 
"This will make it possible to have 
small value transactions in the life in- 
surance space, which we both believe 
can radically transform this market 
just as small-ticket pre-paid cards 
did for the Indian mobile industry." 
IBM's India revenues (across hard- 


ware, software and services) topped ' 


the $1-billion mark in 2007. 

Mehrotra's team is also working 
with IBM's research and software 
labs to devise new solutions for its 
customers. “One of the main con- 
cerns for telecom operators such as 
Bharti and Idea is to try and 
improve their average revenue per 
user and, consequently, the com- 
pany's profitability. We've devised 
multiple solutions around value- 
added services to help them," 
Shanker Annaswamy, Country 
General Manager, IBM India, said 
in Bangalore recently. 

IBM is in the lead in financial 
services, but arch rival Hewlett- 
` Packard India is in hot pursuit. Over 
the last couple of years, the company 
has notched up large deals, including 
the likes of Britannia Industries, 
Bank of India and Bank of Baroda. 
Says HP India Managing Director 
Neelam Dhawan: "Services is grow- 
ing rapidly, and the reasons are sim- 


INSIDE INDIA 


Technology giants are lining up for a 
shot at the Indian market. Here's how. 


e Focus on their ability to provide 
end-to-end transformational 
Services to customers 


d 


e Get top executives to make a 
personal pitch to key customers. 
IBM had none other than CEO 
Sam Palmisano meet Anil Ambani 
fori a possible $500-million deal 








e Network equipment vendors 
such as Cisco even provide 
financing to their partners to 
binis men to dd POLES 





65: up Penh with a ife big 
names or a couple of focus 
industries and then look to 
expand. Dell started with IT-ITES 
and is now the largest computer 
vendor to large enterprises 


pd 








e Small is big. While large 
enterprises may hit the head- 
lines, there's potentially a huge 
market in the SMB segment. 
IBM will bid for contracts as 
small as $10,000 


MASSIVE POTENTIAL 


ple: Indian companies need tr and 
they g go to names they know of and 
trust.” Dhawan holds out particularly 
on the burgeoning retail space which 
will need significant investments, 
Besides having a growing serv- 
ices portfolio, the likes of BM and HP 
are helped along by their strong 
presence in the hardware market. HP 
is the #1 player across multiple 
markets, including notebooks, desk- 
tops and servers. “We have the 
largest retail presence and channel 
strength in the market. We have 
two strong brands in the market 
and we’re launching new products 
almost every mont th,” be yasts R = 


ut 
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Bedi. HP ia Ri say 
multinationals have been quicker 
to spot changes osea oe of 
computers, decline in PCs and emer 
gence of notebooks) than their 
Indian counterparts and profit from 
them. ^Multinational vendors now 
control 80 per cent of the market 
due to their broader product offer- 
ings," says Diptarup Chakroborti, 
Principal Research Analvst at 
Gartner, a technology consultancy. 
It is the same broad offerings 
that IBM sees as its USP in the Indian 
market. Not only has it signed deals 
with both Vodafone and Idea 
Cellular, taking z advantage of its tele. 
com expertise, but also with real 





The Indian market could touch $50 billion by 2012. 





Source: IDC 
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estate major DLF, Delhi International 
Airport, Hindustan Petroleum, 
Bharti Retail and others, many of 
them on a business-transformation 
basis with an element of revenue 
sharing. IBM executives point to a 
fundamental change in the nature of 
deals being signed out in India. 
“The Indian domestic IT market 
has witnessed huge transforma- 
tional deals lately as opposed to 
stand-alone ones from multiple 
vendors. This trend is likely to grow 
as companies ride the growth wave 
to differentiate in the market and 
become players in the global econ- 
omy,” says Sandip Patel, General 
Manager, Global Business Services, 
IBM India. “Clients prefer a partner 
like IBM to be able to leverage the 
length and breadth of our techno- 
logical innovation, global industry 
skills, and financial strength.” 
Some analysts also argue that 
multinationals have also been lucky 
to hit the Indian market just as it 
peaked. Computer maker Dell, for 
example, has recently crossed the 
$1-billion sales mark in India, within 
three years of launching its products 
in the Indian market. “We have gone 
from zero to 10 per cent share in 
the government segment and we’re 
the largest player in the large enter- 
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such as Bharti and Idea” 


Shanker Annaswamy/ Country General Manager/ IBM India 
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“We've devised multiple solutions around 
value-added services to help telecom operators 


TUG OF WAR 


IBM may lead the fragmented market, 
but Indian vendors are in hot pursuit. 


IBM Global Services 

Wipro 

peu 4 TCS 
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። መሙ — 2 HCL Infosystems 









2 HCL Comnet 
2 CMC 
1 CMS Computer 
1 Dimension Data (Datacraft) 
1 Satyam 
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EVEN SPREAD 


Unlike the global market, the domestic 
IT services market is quite broad-based. 


Others 
1.9 Utility 
1.1 Healthcare 
1.4 Retail 
Govt and Education 











ITES 


0.7 Media & 
Entertainment 


1.2 Pharma 


Shares in per cent Source: IDC 
prise space,” says Sameer Garde, 
India General Manager for Dell. 
Company executives also point 
out a truism. Sales of expensive 
hardware have often been the main 
driver for lucrative services con- 
tracts. In markets such as servers, 


€ 





"Services is growing 


are simple: Indian companies need IT and they 


Dell, HP and IBM are a triumvirate, 
Indian vendors hardly figuring in the 
picture. “Indian companies are no 
longer interested in piecemeal con- 
tracts for just servers or PCs. They 
have now moved from viewing IT as 
a cost centre to it being a strategic 
tool,” says Pallab Talukdar, Enter- 
prise Business Head for Dell India. 
The company leads in mass market 
servers and has bought several com- 
panies Overseas to wrap services 
around its hardware offerings. 

Besides dominating multiple 
markets, companies such as Internet 
gear vendor Cisco Systems are try- 
ing to set the agenda for nascent 
markets such as broadband. “We 
found broadband penetration was 
low in India, so we are working 
with the government to improve 
access,” says Naresh Wadhwa, 
Country Manager for Cisco India. 
Ten months ago, the company also 
started India Business Councils to 
provide a vertical-focussed strat- 
egy for its local business. 

While Cisco has a dominant 80 
per cent-plus share in its core mar- 
kets such as routers and switches 
(equipment used to direct Internet 
traffic), the firm is also a major 
player in other markets, ranging 
from enterprise telephony to wireless 
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rapidly, and the reasons 


go to names they know of and trust ” 


Neelam Dhawan/ Managing Director / Hewlett-Packard India 
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MACHINE WASHABLE SUITS 
Convenience in the complex world of suits. 
Just machine-wash-iron-and-wear. 
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local area networks, with market 
shares ranging from 22 per cent to 
42 per cent. “There are just six- 
seven million broadband subscribers 
in India... this is just a small fraction 
of where we eventually see the mar- 
ket,” says Wadhwa. Incidentally, 
Wim Elfrink, Head of Cisco’s 
$6-billion (Rs 28,800 crore) services 
business, has relocated to India some 
months ago. 

While MNCs have focussed on IT- 
ITES and large enterprise markets, 
they’re realising that there are 
opportunities beyond. “Companies 
big and small, and even govern- 
ment departments, will need to in- 
vest heavily in technology,” argues 
IBM’s Mehrotra. In fact, when 
Finance Minister P. Chidambaram 
thanked IT investments for unlock- 
ing tax incomes in the 2008 Budget, 
IBM was the company involved with 
the Central Board for Direct 
Taxation. “There is a huge amount 
of information locked up with the 
government and even different arms 
of the same department can’t ac- 
cess that information. Government 
spending on IT will grow dramati- 
cally, if only to improve gover- 
nance. These are not ‘Business 
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“We found broadband penetration was low in India, so we ar 
working with the government to improve access 


Naresh Wadhwa/ President and Country Manager / Cisco, India & SAARC 


Transformation’ projects; rather, 
most of them are short-term proj- 
ects, but we have to be stupid not to 
be in this space,” adds Mehrotra. 
Elsewhere, IBM and the multi- 
national brigade are also re-working 
strategies to target the opportunity in 
the small and medium market. With 
a presence in India that goes back a 
decade, and an employee strength of 
over 70,000 employees, Mehrotra 
jokes that IBM India 15 pretty 
“Indian”. So much so that the com- 
pany even takes small-ticket deals, of 
around $10,000 (Rs 4.8 lakh), from 
small and medium-sized companies. 
Dell, meanwhile, has launched 
the Dell 500 targeted at small busi- 
nesses and claims that several prod- 
ucts are in the pipeline. According to 
a recent study by Zinnov, a 
Bangalore-based management con- 
sultancy, the Indian small and 
medium business (SMB) market is 
pegged at around 35 million units 
and IT spending by this category is 
about $6.5 billion (Rs 31,200 crore). 
Despite the march of the MNCs, 
not all their domestic rivals are 
intimidated. Wipro, for example, 
gets a tenth of its revenue from its 


“We have gone from zero to 10 per cent share in the government 


segment and we're the largest player in the large enterprise space" 


Sameer Garde/ Country General Manager/ Dell India 


domestic and Asia Pacific business 
and is the second-largest vendor in 
the domestic IT services market. 
“We have a deep commitment to the 
Indian market,” says An 
Sankaran, Senior Vice President & 
Head, Wipro Infotech. “ 
with the YES Bank deal in 2004, 
we've won perhaps the biggest out- 
sourcing deal from Aircel and several 
other contracts from Future Group. 
Dena Bank and HDFC Bank." 

An HCL Infosystems execut 
points out that in the overall P 
ket, the company is snapping at the 
heels of HP and is well ahead of other 
MNCs like Dell, Acer and Lenovo. 
“Tt is not as if Indian companies have 
not looked at the domestic market. | 
think several Indian companies, par- 
ticularly Wipro and Tcs, have done 
great work domestically, but I believe 
as Indian companies grow and look 
to transform their businesses, 
want a lot more than just systems 
integration and they want to con- 
centrate on their core areas, and this 
is the space that companies like IBM 
and HP have exploited," NASSCOM’s 
Som Mittal argues. 

With the domestic market 
expected to grow at a CAGR of 
over 18 per cent over the next 
five years, there may be ses 
more twists and turns in this 
story. Watch this space. 8 
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After unfettered growth, Indian IT is facing its toughest 


challenge in years. With a global slowdown looming and 


Its main financial services market crippled, how will the 
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N MID-SEPTEMBER THIS YEAR, 
several employees at India’s 
largest software exporter, Tata 
Consultancy Services (TCS), were 
laid off and many more were given 
months to shape up or be shown 
the door. With the financial services 
sector in a tailspin and the slow- 
down in the Us market spreading 
to Europe, India’s booming IT 
industry found itself directly in the 
firing line. 

For the last five years, the IT 
industry has blossomed as companies 
looked to leverage India’s low-cost, 
high-quality base for IT services. 
Over the last five years, the Indian 
market has grown from $21.6 billion 
(Rs 1.04 lakh crore) to $64 billion 
(Rs 3.07 lakh crore), employing 
800,000 people. In this time, Indian 
IT companies have leaned heavily 
on financial services and the Us mar- 
ket (the biggest industry and geog- 
raphy for IT services) and now 
they’re feeling the heat as a slow- 
down in financial services begins to 
spread to other sectors such as real 
estate and manufacturing. What’s 
worse, a 60 per cent reliance on the 
Us market has singed the industry, 
causing Indian vendors to review 
their plans. 

“We continue to see a lot of un- 
certainty. Its heightened levels have 
made customers cautious,” admits 
Wipro’s Joint CEO Suresh Vaswani. 
However, his peers in the industry 
are much more frank about the cur- 
rent state of the market. “The slow- 
down in Us is for real and it is wait- 





GROWTH, FOR NOW 


The future is unclear for Indian IT. 
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'n'watch for at least the next two 
quarters," says S. Premkumar, 
Corporate Officer & Global 
Head, Financial Services, HCL 
Technologies. A key concern, ac- 
cording to analysts, is the lim- 
ited spending by other indus- 
tries, which will prevent the 
Indian IT industry from recouping 
the losses suffered in financial 
services. “Financial services com- 
panies spend about 10 per cent of 
their earnings on IT, compared to 
3-5 per cent by other industries. 
Indian IT can expect to face 
rough weather in the foreseeable 
future,” says John McCarthy, 
Vice President at Forrester 
Research. 

There have been other fun- 
damental shifts in the global rr in- 
dustry that have further compli- 
cated the market uncertainties. 
When the dotcom slowdown 
happened in the early part of 
this decade, large MNCs were 
small players in the Indian market 
and two large players, IBM and 
Accenture, had just 3,000 people 
here. Since then, these two com- 
panies have ramped up to over 
150,000 people each in the coun- 
try and are rapidly building on 
this base. The existing business 
model of Indian vendors has also 
heightened the impact, say in- 
dustry watchers. “A large part 
of the work is project-based and 
not long-term annuity contracts. 
The former gives higher margins 
and makes sense to chase, but 
the reason it gives higher margins 
is because the revenue streams 
are unpredictable and can be cut 
off at any point,” says Siddarth 
Pai, Managing Director and 
Partner for TPI India, an offshore 
advisory firm. 

Annuity contracts require on- 


shore delivery capability from : 


the vendor and the willingness 
to take on the client’s people. 
“Indian vendors have been slow 
to do both and, hence, have a 













THE BIG HIT 


Indian IT remains dependent on the US 
market and financial services. 
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revenue mix that is skewed 
towards project work. This proj- 
ect work is—by definition—more 
risky,” says Pai. While MNCs have 
rapidly expanded their India 
numbers over the last couple of 
years, Indian vendors have only 
begun to become global opera- 
tors. “Satyam has development 
centres around the globe—more 
than 30 in all. In fact, our three 
most recent acquisitions were In 
Europe and the us. Satyam is al- 
ready a global company—we just 
happen to be headquartered in 
India,” says Hari T., Head, Global 
Marketing & Communications, 
Satyam Computer Services. 
Already, there are visible 
signs of a slowdown in the 
Indian companies. For one, there 
has been a significant reduction 
in volume growth for key players 
(Infosys, for example, recorded 
one of its lowest volume growths 
of 0.5 per cent on stable pricing 
resulting in dollar growth on 
about 0.7 per cent quarter on 
quarter, according to an 
Indialnfoline report) and other 
metrics such as hiring and cam 
pus offers, too, are in decline or 
have been frozen. “We will cer- 
tainly review our current business 
model where we have a 30 per 
cent bench in a muted market. 
We will increase utilisation, but 
we'll hire conservatively too,” 
Kris Gopalakrishnan, Infosys 
CEO, told BT recently. The com 
pany declined to comment on 
this story, citing the silent 
period for its second quarter 
results. Given the weak condi- 
tions, techies will have to get 
used to smaller hikes, with 
Wipro, for example, expected 


“We continue to see a lot of 
uncertainty. Its heightened 
levels have made customers 
cautious" 


Suresh Vaswani/ Joint CEO/ Wipro 
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to dole out increments of 8-13 per 
cent region, compared to 15 per 
cent and more previously. 

Besides Indian rr companies, the 
overall technology industry has seen 
a spate of lay-offs, with companies 
across the board cutting down flab 
to stay afloat. In the semiconductor 
market, most design centres of com- 
panies such as Intel, NXP and Texas 
Instruments have frozen their hiring, 
while online giants Yahoo and AOL 
are downsizing. Nvidia, the graphic 
processor maker, recently added to 
this increasingly lengthy list when it 
announced plans to cut 60-70 peo- 
ple across its Bangalore, Pune and 
Hyderabad centres. “Everyone is 
going to look and re-look at their 
centres in India. There will be an 
even greater emphasis on cost and 
efficiency,” says Forrester’s 
McCarthy. 

Experts say Indian IT needs to 
broad-base its revenue and geo- 
graphical bases, expand its global 
delivery capability and move ag- 
gressively towards a non-linear busi- 
ness model, where the direct link 
between revenue and headcount 
growth is broken. HCL’s Enterprise 
Transformation Services promises 
cost savings by reducing business 
cycle and process times for clients. 
The service will be priced on a rev- 
enue share or outcome-based 
model. The service has been 
piloted with four clients, resulting in 
a cumulative savings of $580 million 
(Rs 2,784 crore) for users. In terms 
of global delivery, several companies 
have taken their first steps. TCS has 
entered Uruguay and Satyam is in 
Cairo, Egypt. 

It isn’t just delivery these com- 
panies are after; several of them are 
also looking to tap these markets. 
“Today, we serve clients in more 
than a dozen industry sectors. From 
a geographical standpoint, we gen- 
erate 40 per cent of our revenues 
from Europe and APAC, making us 
less dependent on the us than at 
any time in our history,” points out 
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SHRUNKEN HIRING 


Indian IT gets lean to manage the slowdown. 





HIRING 
Company 2007-08 2008-09 ^ 
35,672 NA 
Infosys — 35,000 25,000 
Wipro - 20,000 18,000 
SEHR 15500  12,000-15,000 
0:80. 8124 8,000* 


Figures are for fresh hiring this year 
* Industry estimate; HCL doesn't officially make projections 
^ Projections Source: Companies 


BEING USEFUL 


Companies need to increase utilisation to rescue 
costs. Only two of the top 5 have made progress. 
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“We generate 40 per cent of 
our revenues from Europe 
and APAC, making us less 
dependent on the US" 


Hari T./ Head, Global Marketing/ Satyam 


Satyam's Hari. As part of its Blue 
Ocean strategy, HCL 1s looking at 
markets such as Europe, Latin 
America, Brazil, Japan, Korea and 
China. “In terms of verticals, we 
are seeing growth in the Telecom, 
Aerospace, Media & Entertainment 
and Life Sciences and Healthcare 
verticals,” says HCL’s Premkumar. 

Despite these ambitious plans to 
become global players, several 
industry executives and analysts 
argue that Indian IT companies have 
a lot to learn. *Management matu- 
rity is yet limited among Indian 
companies, especially in the mid- 
tier, to manage a global operation," 
says Forrester's McCarthy. Mean- 
while, Anurag Purohit, an analyst 
with Religare Securities, says com- 
panies will only reap the benefits 
of this diversification over the long- 
term. "Europe has been more con- 
servative about offshoring due to 
language and regulatory issues." 
Unlike the Us and UK, continental 
Europe is not just one market, but 
several small segments with strongly 
entrenched local players, says Andy 
Green, CEO, Logica, a London-based 
technology services company. 

Just as they prepare to put in 
place these measures to survive the 
slowdown, some market watchers 
say that companies such as Infosys, 
which have a very small domestic 
business, may actually take it slow 
over the next few months. While 
the rupee was pegged at 39/dollar 
and threatened to fall to 35, the 
reverse has happened. The rupee 
has, instead, depreciated against the 
US dollar, reaching about Rs 48 
against the greenback. “This move 
could give hard-pressed rr compa- 
nies a 7-8 point cushion and help 
them focus on the export market,” 
says one analyst. 

In this evolving story on Indian 
IT, the final chapter has not yet 
been written. 8 

ADDITIONAL REPORTING BY 
E. KUMAR SHARMA AND 
T.V. MAHALINGAM 
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" BPO 2.0 


Buffeted by the financial services meltdown 
and competition from other locations, 
BPO firms are learning new tricks. 


KUSHAN MITRA 


HEN BANKING GIANT 
Wachovia threatened 
to keel over in late 
September, Pramod 
Bhasin, CEO of Genpact, India’s 
largest BPO, had a ringside seat to the 
action—he was in the Us on a busi- 
ness trip. With his second-largest 
client on the ropes and vultures cir- 
cling over the carcasses of dead Wall 
Street giants, he knew that Genpact 
and the Indian 8፻() industry were 
facing their toughest challenges yet. 

Genpact, the former General 
Electric outsourcing arm, has ex- 
panded its horizons, and 55 per cent 
of its business now comes from out- 
side GE. The only problem: its largest 
customer outside GE is Wachovia, a 
Us bank that recently collapsed and is 
in the process of being acquired by 
another American bank Wells Fargo. 
“You have to wait for time to pass, 
because knee-jerk reactions could 
well turn out to be horribly wrong,” 
says Bhasin. “I do not believe that a 
lot of people in India have under- 
stood the importance of what is hap- 
pening right now,” he adds. 





Negative Sentiment 
“You know it isn’t all doom and 
gloom everywhere,” says Raman 
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Roy, CEO, Quattro. “I don’t think 
anyone has much of an idea of what 
on earth is going on. It is just a huge 
outpouring of negative sentiment.” 
But the events of the past few weeks 


GROWTH DESPITE THE ODDS 
Domestic Bliss 
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on Wall Street have had a definite 
impact on India's rr-enabled services 
(ITES) industry. 

"The air is still dusty, and be- 
fore any analysis of how Indian 
industry will be impacted can be 
made, we will have to let the dust 
settle. Until then, I think it will be 
business as usual," says Som Mittal, 
President of industry body Nass- 
COM. But Mittal also highlights that 
the crisis has not led to a slowdown 
in hiring, a fact corroborated by 
A.W. George, CEO, Hero Mindmine, 
an ITES training institute. 

Analysts believe that as the slow- 
down begins to hurt, companies 
will leave few stones unturned 
to reduce cost and increase prof- 
itability. “I do not believe that there 
are any sacred cows; everything 
can be looked at—from consoli- 
dating vendor partnerships, rene- 
gotiating long-term contracts as well 


SHEKHAR GHOSH 


as spinning off captives,” says David 
Furlonger, Vice President, Gartner 
Industry Research Group. Already, 
the embattled Citigroup has hived 
off its captive BPO unit to TCS, and 
several others are expected to place 
their high-cost centres on the block. 

Quattro’s Roy believes that cur- 
rent events on Wall Street could 
change the 5 landscape in India. “I 
think Us institutions will learn from 
this crisis and will send more work 
here. But with the sector itself re- 
organised, certain companies might 
lose as work gets shuffled around.” 


Getting High 
In fact, Roy is not the only one who 
believes that high-end work will 
come here. Anup Bhasin, coo of 
UnitedLex, a Us-headquartered legal 
services firm with a Legal Process 
Outsourcing division in Gurgaon, 
actually sees the financial crisis as an 
opportunity. “There is a lot of legal 
paperwork in every bankruptcy fil- 
ing as things have to be unwound. 
And for every home foreclosure or 
personal insolvency, there is a lot of 
paperwork that needs to be done.” 
Bhasin’s colleague, Ajay Agrawal, 
however, clarifies that it is not just a 
game of cost arbitrage. “Cost is a 





~ A 
“Over the long term, the 
prospects of the industry are 
very good... (but) there isn't a 
long-term without a short-term” 


Raman Roy/ CEO/ Quattro 






LOOKING AHEAD 


The domestic market is Indian 
BPO's next big opportunity, but 
there are others beyond that. 


Domestic BPO 

MARKET SIZE: $6 billion by 2012 
MAJOR PLAYERS: Infovision, 
FirstSource, Intelenet 

Legal Process Outsourcing 
MARKET SIZE: $3-5 billion by 2012 
MAJOR PLAYERS: Pangea3, 
UnitedLex 

Media Outsourcing 

MARKET SIZE: $3.5 billion by 2012 
MAJOR PLAYERS: Mindworks, NDTV 
Media, Sourcel8 

Financial Analytics 

MARKET SIZE: $10 billion by 2010 
MAJOR PLAYERS: Inductis, 
Evalueserve, Copal Partners 


Source: BT Research 


driver, but the only way to get con- 
tinued business is quality and 1 
believe that with the right training, 
we can deliver that quality. Current 
events give us an opportunity 
because they have speeded up the 
rate at which American firms will 





"You have to wait for time to 
pass, because knee-jerk 
reactions could well turn out 
to be horribly wrong" 


Pramod Bhasin /CEO/ Genpact 
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send work abroad. And we have to 
deliver measurable performance 
metrics in the work we do, which is 
what we intend to do.” 

Agrawal, a former practicing 
lawyer in the US, believes that the us 
legal industry will outsource $6 bil- 
lion (Rs 28,800 crore)—a small 
sliver of the $160 billion (Rs 7.68 
lakh crore) the industry is worth— 
of which $2 billion (Rs 9,600 crore) 
can come to India. Legal process 
outsourcing is not the only emerg- 
ing opportunity Indian companies 
are targeting. Akshaya Bhargava, 
the former CEO of Infosys BPO, runs 
a fund administration company 
called Fulcrum and already has 
about $100 billion (Rs 4.8 lakh 
crore) in assets under management. 
Fulcrum claims to work with 1,000 
different funds and says its 
Bangalore centre helps provide 
24x7 services to its clients. The 
fund administration market alone 
could be around $2.5 billion 
(Rs 12,000 crore), he estimates. 


Home Advantage 

However, industry executives agree 
that the next big thing for the Indian 
BPO industry is the domestic market. 
Just ask Aditya Gupta, CEO of 
InfoVision, one of the largest 
domestic operations in the country. 
“At the end of last year, the domes- 
tic industry stood at around $1.8 
billion (Rs 8,640 crore at current 
rates); by 2012 it should reach $6 
billion (Rs 28,800 crore). That is a 
growth rate of 35 per cent, and we 
are anticipating this growth and 
plan to grow from 12,000 seats to 
20,000 seats by the end of 2009,” 
Gupta says. 

Of course, it isn’t as if the 
industry is not without its share of 
worries. The emergence of the Do 
Not Disturb (DND) registry is a fac- 
tor in the highly fragmented 
industry, which has an estimated 
15,000 operators. But Gupta 15 
optimistic for a couple of reasons. 
“There has been little investment in 
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analytics and technology for 
domestic operations and that will 
drive business to larger players as 
will the continued growth of the 
domestic economy,” he says. 

But there is a catch. Gupta esti- 
mates that domestic revenues per 
seat are about a third of interna- 
tional revenues. “It is a different 
model altogether, and the margins 
are tighter. But, rest assured, there 
are margins because costs are also 
lower,” he says. Large operators 
such as InfoVision and Intelenet 
already offer services in 15 Indian 
languages, and are increasing 
investments in language-based 
interactive voice systems. 


Infrastructure Agony 

But ask Bhasin about what wor- 
ries him most and Wall Street’s 
troubles are far from his mind. 
“You know, I get more worried 
about the lack of infrastructure in 
this country than I do about the 
Us slowdown,” he says. “Here, | 
am running a taxi service and a 
power plant. We pay taxes and 
what does the government do?” 
he asks. Then, pointing out of his 
office window which overlooks 
Gurgaon’s broken roads, Bhasin 
adds: “You know, it took two years 
for the administration to put a 
traffic light here; just look at traffic 


! No easy ride: 
Transport 


erns rema 
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“At the end of last year, the 
domestic industry stood at 
around $1.8 billion; by 2012 
it should reach $6 billion” 


Aditya Gupta / CEO/ InfoVision 


(as a heavy vehicle screams past 
the light at speed, a pedestrian 
barely avoiding it). I get more pal- 
pitations from observing this than 
from news about the Us markets." 

“We do business in Dalian in 
China. If I want something like a 
bus route for my employees to 
commute better, it gets done like 
that. Even in the Philippines, where 





we are expanding, things are a lot 
better," he adds. *India has the tal- 
ent pool and the skills, but unless 
dramatic changes are made, the 
cost of doing business in India is 

going to impact business here." 
Roy isn't so pessimistic about 
poor infrastructure. “Over the long 
term, I believe the prospects of the 
industry are very good. The problem 
is that there will be some short-term 
pain, and it could get very painful for 
some companies and you know, 
there isn't a long-term without a 

short-term." m 

ADDITIONAL REPORTING BY 
RAHUL SACHITANAND 


INFRASTRUCTURE HEADACHES PERSIST 


ASSCOM has established 'City' committees that interact with local 

authorities asking for improvements. But as the association's President 

som Mittal admits, the biggest threat to the BPO industry continues to 
be poor infrastructure—and not just physical infrastructure like roads and public 
transport but also educational infrastructure. "We have a 6-8 per cent yield from 
the people who start the recruitment process. We are training 12,000-15,000 
people every year for courses of between one month and nine months, but the 
level of skilled talent available is still a major problem," he says. Unlike other 
countries, BPO companies in India are also compelled to provide food and some 


firms have, perhaps, the largest taxi fleets in the country. "Besides worrying about 


transport, we also have to feed our employees and ensure their security. We're 
basically running our own city," Genpact CEO Pramod Bhasin told BT 

recently. With recent cases of rape and murder attracting even more unwanted 
attention to the Indian BPO industry, his job is unlikely to get easier anytime soon. 
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I" Beyond the Obvious 


We visit two emerging IT-ITES centres and discover that 
despite the initial optimism, they have a lot of ground to 
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Biryani to Bytes 


With its old world charm, 
Lucknow is a fast-rising 
aspirant in the IT-ITES 
industry. 


BPO Destination Lucknow 

initiative, and Principal 
Consultant for Tata Consultancy 
Services (TCS), makes a compelling 
case for IT companies to consider 
the city as their next investment 
stop. "Let us compare Lucknow 
with the NCR. Commercial rentals 
are half, attrition is less than half, 
salaries are at least 25 per cent 
lower and several overheads are 30 
per cent less," he gushes. If that is 
not persuasive enough consider this: 
TCS's global delivery operations 


E KRISHNA, CHAIRMAN, IT- 
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LUCKNOW FACT FILE 
POPULATION: 3 million 

AREA: 250 sq. km 

ENGINEERING COLLEGES IN THE HUB: 75 
ENGINEERS PER ANNUM IN UP: 100,000 


FLAGSHIP ACADEMIC INSTITUTIONS: IIM 
Lucknow, IIT Kanpur, UPTU Lucknow 


CATEGORY IN NASSCOM-AT KEARNEY 
STUDY: Challenger 


POWER REQUIREMENT & AVAILABILITY: 
800 MW 


COMMERCIAL RENTALS: 
Rs 15-Rs 28 per sq. ft 


IT PARKS: STPI, IT SEZ (under 
construction), LIDA (land acquisition 
stage) : 


EXISTING IT-BPO COMPANIES: 
TCS, CMC, Aegis: 


GOLF COURSES: 2 ` 
(3rd under development) 


MULTIPLEXES & MALL: 5 
(another 6 under construction) 


AIRPORT: 30 flights a day (Domestic/ 
International) Expansion underway 


FIVE & THREE-STAR HOTELS: 
10 (another five in the pipeline) 


HOSPITALS: Sanjay Gandhi PGI, King 
George's, Vivekanand, Apollo-Sahara, etc. 


USP: Educational Focus, Quality of Life 
and Cultural Equity 


"Compared to the NCR, commercial rentals (in Lucknow) are half, 
attrition is less than half and salaries at least 25 per cent less" 


Jayant Krishna/ Chairman/ IT-BPO Destination Lucknow initiative 


employ 500 people. This is 
expected to rise to 3,000 by next 
year with the addition of a new fa- 
cility. However, barring a few com- 
panies such as Essar Group’s Aegis, 
not too many companies find the 
logic unbeatable. Consider HCL 
Techno-logies, which has been con- 
sidering the city for some time but 
has not decided yet. As Saurav 
Adhikari, Corporate Vice President, 
Strategy, HCL Technologies, says: 
“It is inevitable, a matter of time be- 
fore we are there.” 

Lucknow has many issues to 
address before it competes with the 
large metros. Reasons: lack of 
infrastructure and perceptions over 
law and order. Moreover, even for 


pioneers such as TCS, expectations 
have not been met in terms of ramp- 
up of business. However, Krishna 
and company are not backing down. 
In August, at the NASSCOM-backed IT- 
BPO Destination Lucknow initiative, 
state government officials, led by 
Chief Secretary Atul Gupta, did 
their bit to sway some 200-odd 
investors to pitch their tents in 
Lucknow, which now has many big 
city amenities such as malls and sev- 
eral luxury hotels. “The trend 
towards Tier-II towns will accelerate 
in the coming years,” agrees NASS- 
COM Vice President Rajdeep 
Sahrawat. What will tip the scales 
decisively in Lucknow’s favour will 
be a few runaway successes. 88 
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Weaving a 
New Story 


Coimbatore has got off toa 
blazing start, but it needs to 
maintain its pace over the 
long-term 


HREE YEARS AFTER IT CAME TO 
| Coimbatore, Cognizant 
Technology Solutions already 
has 2,200 people in the city in south- 
ern Tamil Nadu and is now 
expanding its presence with a 23- 
acre techno-complex near 
Saravanam-patti, the town's IT cor- 
ridor. ^We had the fastest ramp-up 
in a Tier-II city compared to any 
other company. In just two years, we 
grew from zero to 2,200," boasts 
Vishnu Potty, Vice President & 
Head of Operations in Coimbatore. 
Cognizant was the first large 
IT company to enter Coimbatore 
back in August 2005, but now, a 
raft of others are following suit. 
Anurag Jain, Regional Managing 
Director, Asia-Pacific & President, 
Applications and Business Process 
Solutions, Perot Systems, says: 
"We thought we would start off 
small and grow to 300 people over 
some years, but ended up with 
that figure in under a year." Perot 
Systems already has 500 and is 
expanding again into its own cam- 
pus, like Cognizant. 

While top software exporter 
TCS already has a team of 150 here, 
several other companies, includ- 
ing Wipro, HCL Spheris and Robert 
Bosch Engineering & Business 
Solutions, are all queuing up to 
start or expand their Coimbatore 
facilities. TCS has signed an MOU 
with the Coimbatore District Small 
Industries Association (CODISSIA)— 
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Swift ramp-up: Cognizant's 


ሰ፤፣በገከኋኮሰየሃይ ramin ፤፡ 
vommobatore Ca 
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COIMBATORE FACT FILE 
POPULATION: 1.96 million 

AREA: 105 sq. km 

ENGINEERING COLLEGES IN THE HUB: 27 
ENGINEERS PER ANNUM: 19,222 


FLAGSHIP ACADEMIC INSTITUTIONS: 
Bharathiar University; PSG College of 
Technology; Avinashilingam University 


CATEGORY IN NASSCOM-AT KEARNEY 
STUDY: Challenger 


MAJOR IT/BPO COMPANIES SINCE 2006 
AND UPCOMING ONES: 10 


INVESTMENT SOPS: As per Tamil Nadu 
IT policy, with additional capital subsi- 
dies in case of IT SEZs 


AIRPORT: 22 flights a day (Domestic/ 
International) 


ROAD: Well-knit with state and National 
Highways 


PRIVATE IT PARKS AND SEZs: 7 and 3 


HOSPITALS: Is a centre for medical 
tourism; has large hospitals and 
several speciality hospitals 


HOTELS ABOVE 4-STAR: 6 


DISADVANTAGES: International airport 
must be improved; lack of recreational 
facilities 


to provide end-to-end engineer- 
ing solutions for TCS’s global 
customers. 

Interest in the city was also gen- 
erated by the state-promoted 
ELCOT developing an SEZ where TCs, 
Wipro and HCL have taken space. 
ELCOT is also setting up the Tidel 





Park in Coimbatore. It is as big in 
size as the one in Chennai—1.7 
million sq. ft—to attract smaller 
players. B. Evanesan, Business 
Development Manager, ELCOT, 
expects this will result in direct em- 
ployment for 25,000 people by 
2010. Meanwhile, there are five 
other private IT parks in the city 
spread across 2.6 million sq. ft, and 
three other private SEZs are being 
constructed—by Coimbatore Hitech 
Infrastructure, Bannari Technologies 
and Span Venture—over a com- 
bined area of 68.5 hectares. 
Coimbatore is a magnet for 
talent-starved companies, since it 
is a catchment area for people 
from the towns of Udumalpet, 
Pollachi and Palakkad. Coimb- 
atore is also home to 27 engi- 
neering colleges, which churn out 
19,222 engineers every year. 
Social infrastructure, too, is on 
the upswing, with 6-7 luxury 
hotels readily available. “The crit- 
ical parameters that companies 
look at before they set up a facil- 
ity in a new city are HR availability 
and costs, real estate availability 
and costs, physical infrastructure, 
business environment and social 
environment,” says Ramesh Nair 
Managing Director, Chennai, 
Jones Lang Lasalle Meghraj. 
With all this frenetic progress, 
Coimbatore could soon become 
more than just a challenger to 


Chennai and Bangalore. 8 
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It's TIME to make a difference. To learn more about how 
Baume & Mercier and ASHTON KUTCHER Contribute to programs 
that improve education for our childrens Seek to" irẹ cancer and 


protect the environment, please visit: wWwWwibalme-et-mercier.com 


BAUME & MERCIER 


GENEVE : 1830 











Authorised Baume & Mercier Retailers: Ahmedabad: The Golden Time, C.G. Road Tel: 26441420, 

The Golden Time, Satellite Road Tel: 30911313, Bangalore: Ethos Tel: 4113061 1, Rodeo Drive Tel: 22271977, Zimson 
Watch Boutique Tel: 66141020, Chandigarh: Talwar Jewellery House Tel: 2705151, Ethos Tel: 5086480, Chennai: 
Helvetica Tel: 28490015, Beyond Luxury Tel: 42143131, Kolkata: Exclusive Lines Tel: 22820626, Exclusive Lines, 
Metro Plaza Tel: 22882630 Mumbai: Ethos Tel: 66406991, Swiss Gallery Tel: 235 16086, Time Avenue Tel: 26515757, 
Watches of Switzerland Tel:2640251 1, Swiss Boulevard Tel: 24813520, Pallazzio Tel: 66603060, Swiss Paradise 
Tel: 28983501, New Delhi: Johnson & Co. Tel: 41513110, Johnson Watch Co. Tel: 24642255, Kapoor Watch Co., South 
Ex. Tel: 41345678, Kapoor Watch Co. Greater Kailash Tel: 46536667, Beyond Luxury Tel: 29522212, Pune: Ethos Swiss 
Corner Tel: 66204497, Hyderabad: F1 Time Machine Tel: 23376296, Kathmandu: Regency Watch Tel: 4221814 
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KATHLEEN TAYLOR 51 PRESIDENT AND COO! FOUR SEASONS HOTELS 





ECOND ONLY TO FOUR SEA- 
sons Hotels & Resorts’ 
Chairman and CEO 
Isadore Sharp, Kathleen 
« Taylor is responsible for 
Global Operations since being pro- 
moted to President & coo in 
2007. In her nearly two decades 
with the company, she has played 
a key role in the expansion of its 
portfolio to the present 81 hotels 
in 34 countries and more than 40 





properties under development 
around the world. A law graduate 
and an MBA from the Schulich 
School of Business in Toronto, she 
was President (Worldwide Business 
Operations) for seven years prior 
to 2007, directing Four Seasons’ 
worldwide hotel and residential 
product design, construction and 
development activities, managing 
acquisition and corporate plan- 
ning, overseeing the corporate 


finance and legal affairs groups 
and other key areas. BT’s Anusha 
Subramanian recently met her 
when she came down for the offi- 
cial opening of the Four Seasons 
Hotel Mumbai. Excerpts: 


How did a company whose first property 
was a modest Motor Hotel in downtown 
Toronto evolve into the world’s leading 
operator of luxury Hotels? 

The company is now 47 years old. 


"ANY DOWNTURN IN THE ECONOMY DEFINITELY HAS AN 





(Founder, Chairman and CEO) 
Isadore Sharp’s father was in the 
construction business and Isadore 
Sharp’s dream was to build ho- 
tels. He made a humble begin- 
ning, though. He launched his 
first hotel in 1961 in downtown 
Toronto. Four Seasons traces its 
roots to an idea that proved to 
be revolutionary: what the global 
business traveller wanted most 
was personalised service available 
round-the-clock. Frequent inter- 





national travel, now so common, 
was an emerging trend in the 
19605 and '70s. Sharp had the 
opportunity to capitalise on this 
trend when the company opened 
its third hotel, and its first in 
Europe, the Inn on the Park, now 
known as Four Seasons Hotel 
London. The success of London 
made Sharp realise that what he 
enjoyed creating—and what was 
really lacking in the marketplace— 
were medium-sized hotels of ex- 
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ceptional quality, with exceptional 
service levels. He decided to focus 
his efforts on this niche and em 
barked on a targeted course of 
expansion, which continues to the 
present time. 


What makes a Four Seasons Hotel 
so special? 

It's the people. It's all about the 
relationship that our employees 
have with our guests. It's all about 
the highly personalised, just-for 
me, just-when-I-need-it service 
that our employees provide day in 
and day out. With a supportive 
system and the trust of co-work 
ers and superiors, employees are 
able to make decisions inde: 
pendently, thinking in human 
terms about what each guest 
wants and needs. The result 
warm, genuine and personalised 
service delivered every day, of 
ten in unexpected ways. 


Is that one of the reasons why emp- 
loyees rarely quit the Four Seasons? 
Do you believe hoteliers can have a 
lifelong career with one group? 

Yes, I think it is very possible for 
dynamic, energetic and ambitious 
young people to join Four Seasons 
and fulfil all their dreams—whether 
they aspire to become General 
Manager or the Head of Marketing 
or whatever. We believe in pro 

motion from within. I’m a product 
of it. I started with the company 20 
years ago as the second person in 
the two-person law department. 
Three years later, my boss left t 

become an Investment Banker and 
promotion from within kicked in. 
I took on the role as Genera 

Counsel and a few years later, 
worked in the development part of 
the business. I advanced to tak 
over more areas, such as finance 

eventually, and finally, today I an 

the President and coo of the com 

pany. But there are countless stories 
of people who are vice-presidents 
or general managers who came up 


IMPACT ON THE HOSPITALITY SECTOR" 
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through the business. Long service 
is a very important hallmark of 
the Four Seasons. The average serv- 
ice of our general managers is now 
more than 16 years. For our senior 
management team, the average is 
more than 20 years. 


What innovations have you brought in 
over the years? 

Innovations have given us a com- 
petitive advantage in customer serv- 
ice since 1960. Most innovations 
have been brought in through 
Sharp’s own personal experiences as 
a customer. Four Seasons was the 
first in North America to intro- 
duce now-standard items such as 
bath amenities, terry-cloth robes, 
hairdryers and multiple, 2-line tele- 
phones in the guest room and bath. 
Four Seasons was also the first 
to provide European-style 


turn, we think very much about 
what our experiences have been 
and what are they likely to be. 
The best way to deal with the 
tough times is to stay focussed on 
guests, which means staying fo- 
cussed on the employees, which 
means doing whatever it takes to 
maintain a high-end good service 
product and be focussed on the 
long-term goals rather than think 
of the short-term impact. 


How has the performance of Four 
Seasons Hotels been over the years? 
We are 81 hotels worldwide and 
our group revenues are a little 
under $4 billion (Rs 19,200 crore). 
We have been growing rapidly, 
have doubled the number of hotels 
in the last 10 years and most prob- 
ably will double it further in the 
next 10 years. 


Don't you think you are a late entrant 
into this market? 

Yes, we are a late entrant into this 
market but, like I said, we have 
been trying to get the right partner 
and do the right thing. We do not 
worry about whether we are late or 
early entrants into a market but 
we believe in doing the right thing. 
Because at the end of the day we 
are building hotels to last for 
decades and doing the right thing 
with the right partner in the right 
market and with the right people; to 
offer the Four Seasons experience is 
of utmost importance to us. 


How do room rates in India compare 
with those in developed markets? Are 
they overpriced? And is that because of 
demand-supply imbalance that exists? 
In your estimate, how many rooms is 
India short by, and how many hotel 


"WE DO NOT WORRY ABOUT WHETHER WE ARE 


LATE OR EARLY ENTRANTS INTO A MARK 


WE BELIEVE IN DOING THE RIGHT T 


ET 
HING” 


BUT 





concierge services and room serv- 
ice 24/7, innovative choices in 
cuisine, twice-daily housekeep- 
ing service, overnight shoe shine, 
one-hour pressing and round-the- 
clock, four-hour laundry and dry 
cleaning service. 


What is your view on the global hotel 
sector and how is it performing in the 
current turbulent times? 

Any downturn in the economy 
definitely has an impact on the 
hospitality sector. Over the last 
few months, we have seen a slow- 
down in business demand in some 
markets. Overall, there has been 
little fall in demand in most places. 
But this is not the first time that 
the hotel industry is facing a down- 
turn. When we think of a down- 
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What is your perception of India and the 
Indian hospitality sector? 

In India, we have been trying 
to establish Four Seasons Hotel 
for a very long time. We exp- 
lored several joint ventures and fi- 
nally zeroed in on the Jatia Group 
as our partners and have launched 
our first Four Seasons Hotel & 
Residences in Mumbai. We are 
exploring other opportunities 
with them in India. We have proj- 
ects underway in Gurgaon, Bang- 
alore, Hyderabad, Kerala. The 
Kerala property is a resort with 
villas and private residences com- 
ing up at Vembanad Lake, Kotta- 
yam District. Other places we 
might go are downtown New 
Delhi and Goa. There is no dea- 
rth of opportunities in India. 


chains can it accommodate? 

Room rates are factor of demand 
and supply. But, for sure, they com- 
pare very well with rates around the 
world. If you take Mumbai, it’s a 
big business and leisure market for 
people who are coming to explore 
India. So, it’s not surprising that 
the room rates are at par with 
world standards. For example, the 
room rate for Four Seasons Hotel 
New York—Superior Room per 
night is $1,150 (Rs 55,200), Four 
Seasons Hotel Milan—Superior 
Room per night is $987 
(Rs 47,376) and Four Seasons 
Hotel London—Super Room per 
night is $692 (Rs 33,216). The 
room rate at Four Seasons Hotel 
Mumbai for a Superior Room 
per night is $438 (Rs 21,024). ፪፪ 
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THE 
SLOWDOWN-PROOF 
STOCK ር snam 


spin, long-term investors can 
profit by buying into companies 
that can beat the slowdown in 
the coming months. RISHI JOSHI 





good time to enter the 
market for the long term, 
though in the short- to medium- 
term, there could be further dam- 
age. Says Apurva Shah, Head- 
Research, Prabhudas Lilladher: 
“Speculators and traders can lose 
their shirt in this market. The 
approach should be to invest in 
fundamentally sound companies 
with a two- to three-year horizon.” 

We spoke to a cross-section of 
market analysts to identify nine 
stocks that are relatively insulated in 
this age of turbulence and those 
that make good long-term bets. 
This is what they suggested. 


Aban Offshore 
Aban Offshore provides drilling and 
services for production of hydro- 
a carbons and offshore exploration to 
لزن‎ istry in India and abroad. 
e company has 20 offshore as- 
sets, which in- 


T HAS BEEN A TURBULENT 
year for the Indian stock 
markets—the Sensex is 
down more than 50 per cent 
(on Oct. 10 '08) from its 
peak of 21,206.77 on Jan. 10, ’08. 
Big bank failures have spooked the 
stock markets globally. Now a credit 
crunch threatens to derail the global 
economy and plunge it into a rece- 
ssion. India, though somewhat insu- 
lated, may see its growth rate taper 
to around 7 per cent in 2008-09. 
The earnings growth of many 
companies may suffer in the current 
slowdown, and their stock prices, 
already down, will almost certainly 
fall further. Hence, investors must 
pick investments that will be least 
affected by the slowdown. This is a 
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storm, despite the recent fall. ም 1 
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clude 15 jack-up drilling rigs and 
two drill ships. Says Ajay Parmar, 
Head, Institutional Research, Emkay 
Global Financial Services: “Most oil 
companies are deploying their huge 
cash reserves in exploration and 
drilling activities. This has led to in- 
creased demand for offshore oil 
drilling rigs and this should directly 
benefit companies like Aban.” 

Aban Offshore has been deliv- 
ering sound earnings numbers. In 
the first quarter of 2008-09, its net 
profit increased 152 per cent while 
revenues were up 94 per cent. This 
was largely due to higher prices 
for four of its assets. The stock has 
taken a huge beating in the down- 
turn, but it’s a cash-generating busi- 
ness and the expected future cash 
flow should provide investors 
enough comfort. 


Axis Bank 

Among private banks, Axis Bank 
is well placed to ride out the current 
financial storm. The management 
has already said that in spite of the 
unfavourable macro-environment, 
the bank will deliver 40 per 
cent-plus growth in advances this 
financial year. 

For the first quarter of 2008-09, 
Axis Bank delivered over 80 per 
cent Y-O-Y growth in net interest 
income and net profit, driven by 
strong growth in all its core earn- 
ings streams. The bank’s capital 
adequacy ratio is at a comfortable 
13.3 per cent. 

Its expansion plans are on 
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DON'T DUMP STOCKS NOW 


Unless you are hard-pressed for 
cash, this is not the time to 
dump stocks 


STAGGER BUYING 

A bear market allows you 
sufficient time to make your 
equity purchases. Stagger your 
investments over the next few 
months and bring your average 
purchase price down if prices 
dip further 


STAY WITH DOMESTIC COMPANIES | 


Look at companies whose 
domestic growth is intact. In these 
times of a global recession, 
companies dependent on global 
economy will find the going tough 


BE A CONTRARION 


Buy battered stocks. Sure, it's 
difficult to do so, but some of the 
sawiest investors have jumped in 
when the chips are down. 
Accumulating for the long term is 
best done now 


course. In the first quarter, it 
opened 42 branches and extension 
counters and 140 ATMs. Says Hitesh 
Agrawal, Head, Research, Angel 
Broking: *Axis Bank is a good bet 
on account of its good manage- 
ment, attractive CASA deposit fran- 
chise, relatively low-risk lending 
franchise and multiple sources of 
sustainable fee incomes." 
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Bharti Airtel 


As the Indian mobile telephony 
story has played out, Bharti Airtel 
has consolidated its position as the 
market leader with a 25 per cent 
market share. At the end of 2007-08, 
the company had 35 per cent more 
subscribers than its next best com- 
petitor, Reliance Communications. 
The company has also grown its 
other businesses of fixed line, tele- 
media, enterprise solutions and 
long distance telephony. 
Meanwhile, Bharti has spun off its 
passive telecom infrastructure assets 
into Bharti Infratel, which has 
potential for growth. Says Agrawal: 
“Bharti Airtel continues to impress 
and outperform the mobile tele- 
phone sector with its performance 
on the subscriber additions front.” 
Telecom will be one sector that 
will be least affected by the slow- 
down. This company has a strong 
earnings visibility over the next 
few years. 


BHEL 


This Navratna company caters to 
the core sector of power generation 
& transmission. It is scaling up 
operations and gearing up to meet 
the power generation targets of the 
12th Five Year Plan. It is expanding 
its capacity to 15,000 MW per 
annum in the next two years at a 
total investment of Rs 3,200 crore. 

The company has declared 
robust numbers recently with rev- 
enues and profit growing by more 
than 30 per cent in the first quarter 
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of 2008-09. More comforting is its 
huge order book position of Rs 
95,000 crore. Says Parmar: “BHEL is 
taking steps in right direction to 
address supercritical orders and is 
increasing its pace of execution 
while also expanding capacities.” 


GAIL India 


Over the coming years, as more 
gas is discovered in India, it will 
require storage and transportation. 
One company well placed to tap 
this booming sector is GAIL India. It 
already has a sizeable presence in 
gas transportation and now has 
lined up a capex plan of approxi- 
mately Rs 28,000 crore over five 
years. This will increase its trans- 
mission capacity from 150 MM- 
SCMD to 346 MMSCMD. 

GAIL India has identified cities 
where it will extend its gas distribu- 
tion business, and this will comple- 
ment its existing business. Says 
Ashok Jainani, Head-Research, 
Khandwala Securities: “The un- 
locking of the city gas distribution 
and exploration business will be a 
major growth driver for GAIL India.” 
It recorded a turnover of Rs 18,008 
crore in 2007-08, and is now tar- 
geting revenues of Rs 50,000 crore 
by 2011-12, a growth rate of 30 
per cent. GAIL India is among the 
best defensive stocks in the market. 


Godrej Consumer Products 


Godrej Consumer is one of the 
fastest growing FMCG companies in 
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India. It operates in two key business 
segments—soaps and personal care. 
It is the market leader in the hair 
colour and liquid detergents cate- 
gory and the second-biggest com- 
pany in the soaps business. Its strong 
portfolio of brands includes Cinthol 
and Godrej powder hair dye. 

In the first quarter of 2008-09, a 
steep increase in the prices of palm 
oil subdued its profit. Analysts expect 
the company’s earnings to grow at a 
CAGR of over 20 per cent over the 
next two years on the back of robust 
revenue growth. Says Agrawal: 
“Raw material cost pressures are 
expected to be offset by price hikes, 
better product mix and cooling palm 


oil prices.” 


Hero Honda 

It is the world’s largest two-wheeler 
company. Hero Honda has consis- 
tently grown at double digits and 
today every second motorcycle sold 
in the country is a Hero Honda. It 
has posted healthy results due to 
improving product mix. From being 
a leader in entry-level and entry- 
premium bikes, Hero Honda is now 
focussing on selling executive and 
premium brands like CBZ Xtreme, 
Hunk and Karizma. Says Parmar: 
“Better product mix, along with 
price hikes, have helped the com- 
pany beat the industry downturn.” 


Hindustan Unilever 
This FMCG giant and leader in the 
home & personal care and foods & 
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beverages segments with over 20 
distinct categories is well-entrenched 
in its core business. Says Jainani: 
“HUL’s strengths are its strong brands 
and vast distribution network, which 
will keep it relatively insulated from 
a global economic slowdown." 

In the first quarter of 2008-09, 
net sales surged 21 per cent while 
profits grew 18 per cent. Analysts 
expect the company to sustain the 
momentum riding on the back of 
India's consumption story. Despite 
the sell-off in stocks, HUL has bucked 
the momentum, gaining 18 per cent 
over the last three months. 


Reliance Communications 

Reliance Communications (RCOMM) 
is India's second-largest private in- 
tegrated telecom company and has 
established itself in key segments 
such as mobile and broadband. 
RCOMM 15 well-poised to further 
build on the Indian telecom growth 
story through full-fledged rollout 
of its GSM-based cellular services. It is 
also expanding its enterprise busi- 
ness, which is a potentially $275 
billion (Rs 13. 2 lakh crore) oppor- 
tunity globally. Says Agrawal: *The 
company continues to witness strong 
growth in its wireless business seg- 
ment, aided by the rapid rollout of 
its network in the rural areas." 
RCOMM is also set to unlock value 
through listing of its tower business 
when the market turns. The stock 
has dipped significantly in recent 
months, making it an attractive buy. 
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Avoid Your Own Financial Crisis 





The global financial crisis has highlighted the ruinous effects of over-spending and 
over-borrowing. Here's how to avoid your own financial crisis. MANU KAUSHIK 


OST INVESTORS HAVE BEEN 
Me psyched out by the 
mayhem in the global 


financial markets and its crippling 
impact on their investment portfolios 
to take note of the lessons that the 
crisis holds for them—that poor 
decisions can land anyone, from 
large organisations to individuals, 
in a financial mess, and that this 
doesn’t take long to happen. 

For individuals, financial crisis 
can result from excessive borrow- 
ing, living beyond one’s means, poor 
asset allocation, under-diversifica- 
tion, medical emergencies, or even 
loss of employment. And it’s in de- 
teriorating market conditions such as 
at present that individuals are made 
to pay dearly for such follies. Ergo, 
it’s important to work out a plan to 
stay in control and avert a financial 
crisis. Here’s what you should do. 


Know Your Debt 

We all need debt at some point. It 
can be a loan for a house, an auto- 
mobile, education, or for other per- 
sonal needs. But debts can be good, 





F 





“Your principal liabilities should not be 
more than 50 per cent of your assets” 


Gaurav Mashruwala 
Certified Financial Planner, ACE Financial 
Advisory Services 


132 BUSINESS TODAY NOVEMBER 2 2008 





bad or ugly. Home loans are con- 
sidered good debts as they are used 
to build useful assets. A home loan 
makes more sense if you want to 
switch from a rented to an owned 
house. And, the lesser the differ- 
ence between your EMI (equated 
monthly installment) and rent, the 
more sense it makes to acquire a 
home. Says Sanjay Matai, Promoter, 
The Wealth Architect: “From the 
need perspective, it is prudent to 


“Put your money in investments that 
earn higher returns than the rate at 
which you are borrowing” 


Himanshu Kohli 
Founder Partner, Client Associates 
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borrow only for good loans and not 
to exceed certain limits.” 

Personal loans are “bad” debts, 
which should be availed of only in 
dire circumstances. Ugly loans 
include credit card debts that are 
used to finance consumption or lux- 
uries. Both these loans come with 
high interest rate liabilities and 
should be avoided at all costs. 


Borrow Sensibly 
Financial planners suggest that one 
should remain as debt-free as possi- 
ble. If it’s entirely necessary, then one 
should borrow only to the extent 
one can comfortably. Says Viraj 
Ghatlia, Head, Financial Planning & 
Wealth Advisory, Ask Wealth 
Advisors: “When you borrow, you 
must compare the period for which 
you take the loan and its repayment 
schedule with future cash inflow 
projections. The inflows should 
always be far greater than the out- 
flows since there can be other 
expenses besides servicing the loan.” 
Normally, the size of down pay- 
ment and EMI determines whether 
one can afford a loan or not. If you 
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juggernaut rolling. In today's power scenario, the corporate sector 
has realized it makes astute business sense to be armed with an alternate 
power option: a Plan B. Cummins end-to-end power solutions address this 
very issue. 

Cummins Power Generation offers power solutions for numerous industry 
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generation to transmission to distribution and consultation, and more. 
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“It is prudent to borrow only for good 
loans and not to exceed limits" 
Sanjay Matai 

Promoter, The Wealth Architect 


are taking a home loan, then look 
for a property for which you can 
make the down payment, which is 
usually 15 per cent of the cost of the 
property. Thus, you can go for a 
Rs 50-lakh home if you can pay 
Rs 7.5 lakh. Also, the home loan 
EMI should not exceed 40 per cent of 
your net take-home pay. In case of 
personal/credit card loans, the EMI 
should not exceed 25 per cent. 
When buying a home, you should 
ideally keep aside three months of 
funds (including ፻እብ5 and expenses) 
as a back-up. 

Says Gaurav Mashruwala, 
Certified Financial Planner, ACE 
Financial Advisory Services: *Do 
your own personal net worth cal- 
culation to keep track of your 
financial standing. This can be 
obtained by dividing the sum of all 
your assets such as money in savings 
or current account, NSCs, EPFs, prop- 
erty value, car value, stock value, 
etc., with total debts such as home 
mortgage, credit card balance, etc. 
Your total principal liabilities should 
not be more than 50 per cent of 
your assets." 


Don't Over-leverage 

According to Mashruwala, over- 
leveraging is a high-risk, low-return 
game. When you borrow for in- 
vestment purposes, your net 
income depends on the returns gen- 
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"Whenever possible, use the extra 
money in savings account to retire debt" 
Viraj Ghatlia 

Head (Financial Planning & Wealth Advisory), ASK 


erated from that asset class minus the 
interest paid. For example, X and Y 
invest Rs 5,000 each in a stock. 
While X invests his own money, Y 
borrows the same amount at the 
rate of 10 per cent annum. Let's 
assume that over the next three 


CRISIS SURVIVAL GUIDE 


INCREASE YOUR SAVINGS RATE: Ideally, 
you should save 50-55 per cent of 
your monthly income. Try to save 
more by cutting expense on 
unnecessary items 


ALLOCATE TO FIXED INCOME: Fixed 
income instruments are less volatile 
compared to equity-linked invest- 
ments; ensure stable returns over 
the life of the instrument irrespective 
of bad market conditions 


DON'T PANIC: Keep your wits intact, as 
financial storms don't last. Panic 
can get you into a further mess 


LOOK FOR ALTERNATE INCOME SOURCES: 
Passive earning is the best way to 
augment your income. Look for 
opportunities to set up a passive 
income stream 
GO FOR INSURANCE: You can protect 
yourself and your wealth against 
future uncertainties by buying health, 
life and home insurance covers - 


MANAGE YOUR PORTFOLIO: Align your 
investments according to your finan- 
cial goals. Resist the urge to put all 
your money into any one asset class 
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years, the stock generates returns of 
40 per cent. After three years, the net 
income for X will be Rs 7,000 — Rs 
5,000 — Rs 2,000, but for Y, it will 
be Rs 7,000 — Rs 6,500 = Rs 500. 
Agrees Amar Pandit, Director, My 
Financial Advisor: *Borrowing to 
invest is a strict no-no." 


Watch Your Spending 
Eliminating unnecessary expenses 
and saving prudently are the keys to 
sound financial health. To illustrate 
the virtues of saving, if you save 
an additional Rs 5,000 every month 
and invest it in a debt instrument 
that gives 8 per cent annual returns, 
it will grow to over Rs 17.5 lakh in 
15 years. Says Pandit: *To reduce 
expenses, one can keep a check on 
entertainment expenses, cut down 
on the extra phone and look for 
bargains and offers while shop- 
ping." Other ways of cutting 
expenses and increase savings are 
keeping interest payments on credit 
cards to the minimum, and even 
scaling up one's income. 


Invest Wisely 

Regular saving and investing makes 
all the difference between hitting 
and missing financial goals. Says 
Himanshu Kohli, Founder Partner, 
Client Associates: “Every investor 
should balance wealth creators (eq- 
uity and real-estate) and wealth pre- 
servers (debt) in line with his 
financial profile, investment objec- 
tives, risk appetite and time horizon. 
Try to put your money in invest- 
ments that can earn you higher 
returns than the rate at which you 
are borrowing. This will help gen- 
erate positive cash flows for you 
while servicing your loan.” 

You will be better off if you have 
emergency funds the size of 3-6 
months of your monthly expenses to 
deal with unforeseen contingencies. 
Last, but not the least, buy 
mediclaim, accidental insurance, 
permanent disability and profes- 
sional indemnity policies. 


Nobody ever got fi red for buying HP ProLiant DL385 G5 Server 
a dependable server. 


E-mail india.proliant@hp.com or 
call us on 1800 425 4999. 
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On the 






You should accumulate 
exchange-traded funds in 
the coming months. And 
the best ones are those 


that have low tracking errors. 


NITYA VARADARAJAN 


HE NEXT YEAR COULD TURN 

| out to be an exciting one 
for bottom-fishers and 
investors in gold. With stock prices 
tumbling, valuations have turned 
attractive, while gold is once again 
proving to be a hedge against the 
global financial crisis. For in- 
vestors, the best way to partici- 
pate in both these asset classes is 
through exchange-traded funds 
(ETFs). As these funds trade like 
stocks on the exchange, you can 
buy and sell them any time as you 
like, making them perfect vehi- 
cles for turbulent times like these. 


KEEPING TRACK 


Right Track 


K ር 
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Over the last few years, ETFs 
have caught on with big and small 
investors alike. They can track any 
market segment, index or com- 
modities. Whether investors are 
looking for large-cap growth stocks, 
mid-cap stocks, banking stocks, or 
commodities like gold, an ETF will 
serve the purpose. In the offing are 
ETFs based on silver and oil as well. 
Globally, there are ETFs on tech, 
metal and overseas stocks also. 


Buy the Basket 


Perhaps, the biggest advantage 
investors have is that they can buy 


The key to ETFs’ performance is tracking errors. 


GOLD ETFs 


So far this year, gold has been the only asset 
class that has given positive returns. With the 
financial turmoil in global markets, savvy 
investors will increasingly turn to gold. So 
should other investors. 


l-year — 6-month — 3-month 


Benchmark Gold 0.046 — 0.044 0.044 
UTI Gold 0.058 — 0.056 — 0.055 
Kotak Gold 0.059 0.068 — 0.073 
Reliance Gold 2942 0.982 1.357 





Most broad market indices have corrected 
more than 50 per cent since the beginning of 
the year. Investors can use the opportunity to 
accumulate index ETFs on the declines. 


l-year — 6-month 3-month 


Kotak Sensex NA. 0.458* 0481 
Nifty Junior Bees 0.426 0.539 0.594 
UTI Sunder 0.696 0.908 1.008 
ICICI Prudential Spice 2.108 1936 1903 
Nifty Bees 115 1.592 2198 


Figures denote tracking errors as on October 3, 2008; lower tracking error means better performance 


*Since inception; sorted on a 3-month basis 
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an entire basket of stocks with just 
one trade—and for as little as a 
few thousand rupees. At times 
such as these, it means an investor 
can accumulate a basket of stocks 
every time there’s a dip in the 
stock market. So far in India, 
there are three categories of 
ETFs—the broad market indices, 
financial stocks and gold. The 
global financial turmoil has 
taken its toll on the first two seg- 
ments and boosted the fortunes 
of the yellow metal. For the small 
investor, these are the best times to 
invest in all three market segments. 





BANK ETFS 


The financial turmoil has roiled global banks. 
But the PSU banking sector here has held up 
well, and in a few months, the private banks, 
too, will look like good investments. 


l-year — 6-month 3-month 
Kotak PSU Bank  1.209* 1.593 0.739 
Benchmark PSU 1355 1727 1.098 
Bank Bees 
Banking Bees 0908 1140 1178 
Reliance Banking ETF N.A. 1.706* 1.739 


Source: Valueresearchonline; B7 Research 
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But before you buy an 
ETF, consider a few factors. 
First, check its tracking error. The 
most efficient funds are the ones 
with the least tracking error. The 
net asset value (NAV) of the ETF 
should be as close to the face value 
of the units, barring fund man- 
agement expenses. A tracking 
error is the difference between 
the NAV of the benchmarked 
index (which the ETF mirrors) and 
the face value of the ETF. Says 
Rajan Mehta, Executive Director, 
Benchmark AMC: “Buying and sell- 
ing happens any time during the 
day, but the final value has to 
be reconciled with the index’s 
closing price.” 


So, Keep Track 

All ETFs have tracking errors, 
depending on market conditions 
and expenses or when there's a 
stock split. “Tracking errors result 
because of fund management 
charges or when the companies in 
the basket declare dividends, 
bonuses, rights, etc., which take a 
little time to reconcile," says 
Lakshmi V. Iyer, Head (Fixed 
Income and Products), Kotak 
Mahindra AMC. Fund houses that 
can reconcile these in quick time 
usually have low tracking errors. 
SEBI has fixed a formula to calcu- 
late tracking errors by compar- 
ing the closing price of the ETFs 
underlying index, say, the Sensex 
to its NAV. 

Usually, index funds have 
higher tracking errors than ETFs. 
That's because index funds have to 
wait for a longer time to collect 
cash from individuals and create a 
large enough corpus to buy the 
entire basket of shares. But ETFs 
create or redeem units with the 
help of authorised participants 
(APs), essentially large brokers or 
institutions, who create or redeem 
the units in bulk, thus, bringing 
down the tracking error. 

On the other hand, authorised 
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m Gold ETFs are an excellent hedge 
_in these uncertain times. Their 
lower volatility reduces overall - 

Ne portfolio risk 


= On days when the markat goes 

_ into a tailspin, long-term investors 
can buy into index-based ETFs. 
This strategy will fetch you more 
units at a lower cost 1 
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m ETFs are traded like has on 
-the stock exchange, but they track 
the underlying indices or commo- 
| dities. They are more cost-efficient 
ማት than index funds or commodities - 


ET መጣ የ ማች ^at 


። ETH Fs. can be illiquid at times, 


which increases the spread 

. between the commodity or index 
and the unit price of the ETF. 

- Check the underlying asset price 
before closing your purchase 


participants also help keep the 
prices of ETFs as close to the un- 
derlying asset class as possible. At 
times, the market price of ETFs 
could trade at a premium or dis- 
count to the actual price of the 
underlying asset, such as, an index 
or a commodity. If there's a big 
discrepancy, an authorised partic- 
ipant quickly conducts an arbi- 
trage trade to keep the price of 
the ETF in check. 

As of now, the difference 
between the market price and the 
NAV of the ETF is not very wide 
in index-based ETFs, but it does 
vary a bit in the case of gold ETFs. 
This difference can some times 
tot up to as much as Rs 40-50 per 
gram. Since there's a lag in moving 
physical gold, the spreads are cre- 
ated. Says Mehta: *Gold is an 
asset that needs to be moved phys- 
ically in case of a sudden spurt in 
demand. This leads to a time lag 
and a price difference from that 
which gets declared at close of 


day." Iyer further explains that 
the Kotak Gold ETF, for instance, 
is benchmarked against a London 
index and not the local Mcx. 
“When gold prices came down to 
$735 or Rs 35,280 an ounce, you 
notice that we (ETFs) were at a 
premium. This is because gold 
producers would not accept that 
price and there was a shortfall," 
she says. 

However, in India, tracking 
errors are not too high. According 
to Anil Rego, CEO & Founder of 
Right Horizons, tracking errors in 
most ETFs amount to just under 1 
per cent, though it increases occa- 
sionally. “Despite the volatility we 
have been witnessing in the last 
three months, ETFs show lesser 
tracking error than typical index 
funds—though they can still 
improve,” he says. 


Check Your Preference 


Another thing investors should 
note in an ETF is its underlying 
benchmark. If you want exposure 
to the broader market such as the 
Nifty, invest in an ETF that tracks 
the Nifty. For now, the three broad 
segments of ETFs in India all hold 
promise for plenty of reasons, and 
investors can accumulate any or 
all of them. 

The broad market has been 
beaten black and blue, so investors 
particularly interested in large-cap 
stocks can buy Nifty or Sensex ETFs 
over the coming months. The 
financial sector has also been hit 
hard by the financial crisis. Stocks in 
this segment, too, have been badly 
mauled. The CNX Bank Index is 
down 47.2 per cent since the 
beginning of the year compared to 
the Sensex’s dip of 44.2 per cent. 

On the other hand, gold has 
proved to be a hedge in this 
financial crisis. While there are 
signs that it may dip a little in the 
coming weeks, over the next six 
months to a year, a gold ETF should 
add glitter to your portfolio. 
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Back in Business 


Corporate FDs are making a comeback, but do your 
homework before you park your money in them. 


HE CREDIT CRUNCH IS FORCING 

more and more companies 

to source funds from retail 
investors through the old-and-tested 
fixed deposit route. To attract inv- 
estors, they have increased interest 
rates by 50-100 basis points in the 
recent past to 11-12 per cent. 
Shriram Transport Finance, Gabriel 
India and Jp Associates are among 
the companies treading down this 
path. And some companies are 
even raising money for six months. 
So, does it spell good news for 
the investor? 

Well, it certainly adds variety to 
the list of investible asset classes for 
the retail investor. But whether you 
should go for corporate fixed dep- 
osits depends on your age and pref- 
erence, say financial experts. If you 
are looking for safety, the extra bit 
of safety, then corporate deposits 
may suit you. And if you are a sen- 
ior citizen, then this is one more 
tool in your investment toolbox. 
“However, if a person is young, he 
should still look at equities despite 
the global turmoil as the markets 
will eventually recover,” says 
J. Karthikeyan, Director (Research 
and Consulting), Finerva Financial 
Solutions, which deals with wealth 
management services. 

Corporate deposits, however, 
don’t score over bank deposits bec- 
ause the returns are taxable as 
per the regular slab rates. For a 
senior citizen with an income below 
the taxable limit of Rs 1.9 lakh, a 
corporate deposit should fit the 
bill. But for most other investors, 
the effective yield on a, say, 11 per 
cent one-year corporate fixed dep- 
osit, would work out to a post-tax 
return of 7.7 per cent. 
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THEY ARE BACK 


Companies are increasingly raising 
money through fixed deposits. 


Figures in per cent 


Corporate fixed deposits might 
suit you better when the rates are 
higher than those offered by banks. 
It may also suit high net worth inv- 
estors when they are making syn- 
dicated loans to companies where 
the minimum deposit is high 
(around Rs 10 lakh) and interest 
rates are pre-negotiated. But that 
has its own set of risks. 

Investors must also assess the 
risk of each company before going 
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Source: Bajaj Capital 
in for a corporate deposit, and also 
assess the annual performance of 
the company. They must also look 
at credit ratings of the companies. 
Avoid non-banking finance compa- 
nies and real estate companies as 
far as possible. Investors must also 
spread their deposits over a large 
number of companies in different 
segments, and, preferably not more 
than 10 per cent should be invested 
with any single company. 

But for many small investors, 
banks are a better bet. Many banks 
are offering 10.5-10.7 per cent 
interest rates (see They Are Back) 
and 50 basis points more for senior 
citizens. Banks are also offering 
shorter tenure deposits of 30-60 
days for individuals, which is the 
popular choice these days. This 
also helps to set a time frame for 
any big expense that may be com- 
ing up. Says Karthikeyan: *Fixed 
deposits may be tax inefficient, 
but since the tenure is fixed, it's a 
big help for any planned expense." 

NITYA VARADARAJAN 
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Fix It Right 


FMPs are offering higher yields, but not all of them might turn out good investments. 


INCE MONEY MARKET RATES 
Ç ae: up a few weeks ago, 

fixed maturity plans (FMPs) 
now offer higher indicative yields. 
The current yields on FMPs are 
between 11 per cent and 12 per 
cent, up from around 10.5 per 
cent just a few months ago. Sure, 
it’s a sign of the times as the 
credit crunch is pushing up inter- 
est rates. And the higher indicative 
yields are luring many investors 
to park their money in FMPs. 
Assets under management of 
FMPs have increased considerably 
in the last four months to 
Rs 1,02,133 crore currently (see 
The Rise of the FMP). 

Yet, when investing in FMPs, 
don’t throw caution to the wind. 
FMPs, typically, buy paper that mat- 
ure simultaneously, and they return 
the investments back to the iny- 
estor when the tenure ends. This 
strategy helps avoid market volatil- 
ity and the final realisation is 
largely predictable, though this 
depends on how well 
the fund manager is able to 
deploy his corpus. This also 
helps in estimating the ind- 
icative yields, though this could 
change when the final deploy- 
ment is made. 

Lately, fund houses have 
become aggressive in their quest 
for returns, and are investing 
in higher-yielding investments. 
This increases the chances of 
a default, particularly if the 
fund has invested in sectors 
such as real estate, where higher 
interest rates have increased 
the chances of a default. Even 
if, say, there’s a default of 
5 per cent of the corpus, then 
you will hardly gain anything 


from your FMP. In fact, in a E Assets (Rs crore) E Fund Count 
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The current yields on FMPs are between 11 per cent and 12 





per cent, up from around 10.5 per cent just a few months ago 


three-month FMP, you will actually 
lose money. 

This is not to say that all FMPs 
are bad. Fund houses usually dis- 
close the asset class that they will 
invest in, and the tenure of FMP. If 
the investments are in sectors such 
as real estate that are likely to be 


The Rise of The FMP 


Assets under management have increased 
consistently over the last few months. 


800 





impacted by the slowdown, then 
avoid such FMPs. On the other hand, 
if an FMP invests in, say, bank com- 
mercial deposits or AAA-rated paper 
of the manufacturing sector, then 
you might want to go ahead with 
that investment. 

Unlike equity investor, investors 
in FMPs typically don't want 
to take a risk with their inv- 
estments. So, don't get lured 
by higher interest rates. It's 
better to sacrifice a bit of yield, 
which is just about 1 per cent. 
Do look at the ratings of the 
planned portfolio before inv- 
esting in an FMP. Also, assess 
the track record of the issu- 
ing fund house and compare 
how the FMPs have fared 


600 against their promises. If 


there’s a divergence, it’s better 
to avoid the fixed maturity 


400 plans of the fund house. Stick 
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Source: Valueresearchonline 


to shorter-tenure maturity 
plans for now, as they miti- 
gate the risk of holding long- 
term paper. Just make sure 
you do your homework. m 
CLIFFORD ALVARES 
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BT-TEAMLEASE EMPLOYMENT OUTLOOK SURVEY 


Hitting the Brakes? 








HE SPEEDBREAKERS ARE BECOMING MORE 
numerous on job street. According to the 
latest BT-TeamLease Employment Outlook 
Survey (October-December 2008 quarter), 
the caution visible in the last quarter has 
turned into a decisive downturn—both in hiring 
and business sentiment. The Employment Outlook is 
down 10 index points while the Business has dipped 
nine index points in the quarter. The Business 
Outlook for the next quarter is at an all-time low of 
56 index points, compared to 65 index points in the 
last quarter, a clear indication that the overall down- 
beat sentiment is hurting business prospects. 
Employers are in the wait’n’watch mode. The 





The focus has shifted towards improving productivity of employees 
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The job market has taken the biggest downturn in the past eight quarters. 


The Freefall (Net Employment Outlook in last 8 quarters) 
84 80 






81 82 18 





4 13 
65 
Jan.-Mar. Apr-Jun. Jul-Sep. Oct-Dec. Jan.-Mar. Apr-Jun. Jul-Sep. Oct-Dec. 
2007 2008 








Figures in per cent 





result: hiring activity is likely to be sluggish in most 
sectors—IT, infrastructure, retail, FMCG & 
media, financial services, telecom and manufacturing 
& engineering. ITES is the only sector that is buoyant, 
according to the survey. However, this buoyancy 
has turned into caution after the Wall Street crash 
because many companies depend on the now sick Us 
financial services companies for major portions of 
their revenues. The survey, incidentally, was con- 
ducted before the crash. 

So, is it time to panic? Not quite. Companies are 
not talking layoffs or even a freeze on hirings. Their 
focus has shifted towards improving efficiency and 
productivity of employees in order to remain com- 
petitive in the market, rather than on increasing 
staff strength. What does that translate into for 
you? Read on. 

In the survey, the Net Employment Outlook 
(the difference between the percentage of respon- 
dents reporting an increase in hiring and those ex- 
pecting a decline) stands at 65 per cent, a decline of 
10 index points over the last quarter. That’s the 
lowest across the last eight quarters surveyed (See 
The Freefall). Points out Sampath Shetty, vp, 
Permanent Staffing, TeamLease Services: “The last 
quarter for this calendar year shows a grim overall 
outlook and continues to reverse the employment 
growth in India.” 

Spread across eight cities—Mumbai, Delhi, 
Bangalore, Kolkata, Chennai, Pune, Hyderabad 
and Ahmedabad—the survey drew responses from 
495 companies (See Methodology). In Bangalore, the 
Business Outlook for the October-December quar- 
ter of 2008 plummeted 20 index points (See Mixed 
Bag). But this is a minor blip compared to 
Ahmedabad and Hyderabad, which are facing the 
slowdown blues, with drops of a whopping 41 
and 31 index points, respectively. It’s a dismal 
_business sentiment across all sectors. While the 
sentiment for retail, media & FMCG sector has 
shown a marginal improvement, all other sectors 
reported a negative sentiment. After a massive de- 
cline of 47 index points in the last quarter, the 
financial services sector has touched another low 
with another decline of 16 index points. The sector 
has spiralled downward over the last few quarters 
due to the global meltdown in last one year. 

Adds Shetty: “The IT sector has shown a steady 
slowdown in hiring over the last few quarters, 
which is indicative of the maturity of this sector, 
whereas the ITES sector has been volatile on hiring 
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Production is the BUZZ (Hiring Across Functions) 


43 
46 






Marketing 









Finance 


Administration 
HR 


Customer 
Service 





*Others 1 


eum 03 July-Sept. 2008 ፳፳ 04 Oct.-Dec. 2008 
*Others include quality assurance, maintenance, etc. 


Figures in per cent 


No Positive Cues (Net Business Outlook) 
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Retail on a Roll (Business Outlook Index — Sectorwise) 
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forecasts in last few quarters. The glimmer of 
hope for the ITES sector—that the US recession 
will have a positive impact for the Indian ITES in- 
dustry—has not really been borne out by facts." 


Infrastructure Holds Ground 
Telecom, along with the retail, media & FMCG 
sector, leads the downward spiral. There will be 
fewer jobs in manufacturing and engineering, 
financial services, infrastructure and IT. ITES is the 
only sector that has bucked the trend, but the 
financial crisis in the Us and Europe could dampen 
the positive sentiment. This is because most out- 
sourcing players have large global financial services 
companies as their clients. Explains Tim Huiting, 
Vice President (HR), Convergys: *The impact is 
mixed—some companies that have a major part of 
their revenues coming from sick financial services 
players have been hurt badly. For others, the impact 
may not be that big or even neutral." Huiting 
sees the net employment growth in the BPO sector 
remaining neutral till December 2008. In terms of 
hiring activities, the last quarter of 2008 will be 
very different from the first three quarters for 
Convergys. It recorded a strong recruitment growth 
of 25-30 per cent in the first three quarters, fuelled 
by high attrition rates. The company expects in- 
stability in the BPO business to lead to less move- 
ment of people, across levels. 

CSC India, too, sees no cause for alarm. One of 
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csc India’s clients in the banking, financial services 
and insurance (BFSI) space, like Washington Mutual 
(WaMu), has recently been sold out to JPMorgan 
Chase, after being a victim of the implosion of the us 
mortgage market. Says Neelam Gill Malhotra, Vice 
President (HR), CSC India: “The global crisis hasn’t af- 
fected us much, though we have got our antennae up. 
We have already been committed a large amount of 
work under long-term contracts with WaMu. That 
means, irrespective of WaMu’s ownership change, CSC 
will continue to fulfil its 11 services requirements.” 

The manufacturing sector, though down, is not 
too worried about the global financial crisis. Yet, at 
the same time, employers in the sector are not upbeat 
about the current market scenario and are increas- 
ingly cautious about their hiring intentions. “I think 
the slowdown has little to do with domestic con- 
sumption; the major factors affecting India's economy 
will remain unchanged," says Yashovardhan Verma, 
Director (HR), LG Electronics India. 

Surprisingly, the telecom sector, which has been 
fairly insulated from the global turmoil, is very con- 
servative in its outlook for the quarter. But infra- 
structure has been steadiest of the lot. ^This is thanks 
to the public private partnership (PPP) projects being 
a long-term play. These have negligible exposure to 
the current economy scenario," adds Shetty. 

The intention to hire in the financial services 
sector is at 59 index points, a drop of 8 index points 
compared to the last quarter. Will the situation 
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Bulk Jobs in Metros (Hiring Across Geographies) 
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worsen as the global financial markets remain in 
turmoil? Recruiters say that other than insurance 
sector, which is linked to the domestic economy, 
the entire BFSI pack, including investment banking, re- 
tail banking, and stock broking, is bracing for major 
lay-offs. “The situation is so dire that it is expected 
that ICICI Bank, which had announced plans of hiring 
40,000 new employees during 2008-09, may not be 
able to add more than 5,000 new employees," says 
Kris Lakshmikanth, Founder CEO & Managing 
Director, The Headhunters India. 

IT bellwether Infosys Technologies is trying to 
soften the slowdown blow by reducing the size of its 
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“bench” and increasing utilisation. Says Mohandas 
Pai, Director, HR and Administration, Infosys: “We 
expect hiring and salaries across the IT and ITES 
sector to be muted for the next few quarters as the 
full impact of the slowdown in the Us and now 
Europe sinks in." 

Maveric Systems CEO Ranga 
Reddy has a word of caution: “On 
the IT front, nothing much was ex- 
pected last quarter because of 
Christmas—but from January, com- 
panies will feel the (negative) Us 
impact more—many have more 
than 60 per cent of their revenues 
coming from the us. They will be 
more impacted in the coming 
financial year." 

Reddy foresees curtailment in 
new hiring till financial projec- 
tions from customers are more 
clearly outlined next year—this 
will have an impact on campus 
recruitment in June, too. 


A. PRABHAKAR RAO 


Business Vs Jobs 

The hiring outlook for cities across 
the spectrum has taken a beating. 
The survey puts Job Outlook for 
Mumbai at 60 index points, down 
15 points compared to the previous 
quarter. Ahmedabad, Bangalore and 
Delhi see a dip in the fortunes with 
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the cities posting declines of 40, 16 and 10 index 
points, respectively. Chennai's bad run also continues 
with a drop of 10 index points. The only city that 
has a positive Job Outlook is Hyderabad, which, 
incidentally, witnessed a drop of 31 index points in 
business sentiment. T. Sreedhar, MD, TMI Network, 
a leading talent hiring company, headquartered in 
Hyderabad, offers an explanation for this. *I see no 
contradiction here as both (Employment Outlook 
and the Business Outlook) are in sync. The 
Employment Outlook is up because the projects that 
have been lined up (especially in infrastructure) 
will have to be executed now and the Business 
Outlook is down in tune with the dampening of the 
business sentiment, which has now been exacerbated 
by the happenings in the Us." In fact, it is also visi- 
ble in the Employment Outlook, which should 
normally have been up by 15 to 20 per cent and not 
just 7 per cent, he adds. But then, why is this hap- 
pening in Hyderabad alone? *Well, a bulk of the in- 
frastructure players operate out of this region; 
then, new projects like the Rs 12,000-crore metro 
rail project have just been awarded," says Sreedhar. 

This contradiction has left S.V. Krishnan, Global 
Head (HR), Satyam Computer Services, puzzled. 
“There is a lot of buzz (in Hyderabad) and this is 
true for any sector—construction, infrastructure, real 
estate or IT.” Bangalore, according to Pai, has prob- 
lems around both expensive infra- 
structure and talent. Other cities 
have been able to address both the 
issues more aggressively. 

Despite the bleak job outlook pro- 
jected for Chennai in the survey, com- 
panies are optimistic on the employ- 
ment front. Shekhar Arora, Executive 
Director (HR), Ashok Leyland, attrib- 
utes this to new units coming up, 
particularly in the auto sector, like 
Renault Nissan, Daimler and 
Mahindra Design Centre, which will 
be ready a couple of years down the 
line while Satyam Computer is scaling 
up its auto design centre in Chennai. 

Companies like Maveric Sys- 
tems, which have greater presence in 
the UK, West Asia and Asia Pacific 
and little exposure to the Us, are 
going ahead with recruitment and 
training plans. But others will take a 
more cautious view. 


Setback for Tier-Il Cities 


The metros continue to corner 
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most jobs created, and Tier-I and Tier-II cities have 
lost ground. The intention to hire in Tier-I and 
Tier-II cities has dropped six and seven points, 
respectively, in the survey. Tier-I cities are largely 
considered the growth centres for the BPO industry 
(See IT Special, BPO 2.0). “In India, we still don’t have 
wide infrastructure support to shift to Tier-II and 
Tier-III cities in a big way. Tier-I, though expensive, 
still attracts the best talent compared to other 
Class-II, Class III towns," says Huiting. P.B. 
Nageshwar, Head (HR), Jones Lang LaSalle Meghraj, 
says that the demand for relevant talent will con- 
tinue to grow in the metros. *On the other hand, if 
Tier-II and 116፻-11] cities can attract good people, 
they can grow at tremendous rates," he says. Infosys 
has expanded across the country and is looking 
beyond its headquarters in Bangalore. It has built 
large campuses in Chennai and Hyderabad as well 
as emerging towns such as Mangalore and 
Thiruvananthapuram to keep pace with its growth. 

The problem of weak infrastructure still persists 
in Class-II and Class-III towns. In these cities, 
infrastructure growth hasn't really picked up the 
way it was expected to, says Verma. 


Future Tense for Business 

So, how do the cards stack up for business? It is a 
mixed bag and the impact of the global financial cri- 
sis is not yet fully visible. Covergys has 35-40 per 
cent of its revenues coming from financial services 
companies in the Us and the UK. “So far, we haven't 
received any bad news from them. In fact, our ex- 
isting customers have continued to give us good 
business. I think the real action will begin by the end 
of December 2008 and the first two quarters of 
2009 will be interesting because that is the time 
things will be clearer," says Huiting. 

There is already news that many global financial 
houses have plans to cut costs. Though, it will take 
around 9-12 months, these companies are likely to out- 
source large chunks of their operations to countries such 
as India that offer them a cost arbitrage opportunity. 


Squeeze in the Middle (Hiring across Levels) 
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The overall business environment looks shaky 
due to the severe liquidity crunch; however, its 
impact on companies varies from player to player. 
Big industry players with large project pipelines 
can survive the current tide. Take, for example, 
the real estate sector. One factor that is holding back 
the growth of this sector is the tug-of-war between 
developers and property buyers. Buyers are holding 
back their purchase decisions due to low afford- 
ability and expectations of a price correction in 
the near future. As a result, there is a significant 
slowdown in property transactions in the last few 
months. Over the next 12-18 months, there will be 
some more rationalisation in terms of demand. 
The realty business, which has seen phenomenal 
growth of 40-50 per cent annually over the past 
two-three years, will probably remain flat or may 
taper off in the near term. Cautions Nageshwar of 
Jones Lang LaSalle Meghraj: *We are going to see 
a slump in the recruitment process compared to the 
same period last year." 

For manufacturing companies, the October- 
December quarter is traditionally the most profitable 
quarter in the financial year, and even this time, a 
lot will depend on the performance in this quarter. 
With the festive season on, sales and spending 
capacity of the consumer are bound to increase. The 
manufacturing sector is also facing the challenge of 
talent shortage. "Although there are enough people, 
the right talent is still a problem,” says LG’s Verma. 
He points out that taking into account the cur- 
rent market conditions, the salary hikes in the 
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Sanjay Jog, Head (HR), Pantaloon Retail 


“Recruitment of senior professionals at the 
zonal level may slow down" 


manufacturing sector this time around will be less 
than the 13-15 per cent recorded over the last 
two-three years. 


Freshers’ Loss Is Others’ Gain 

Recruitments across sectors have slipped; so has 
the intention to hire across levels. Middle-level hir- 
ings are slated to decline by 17 index points while 
the intention to hire at the junior level has gone 
down by 8 index points. However, recruiters say that 
positions at the fresher level will be worst-hit. Says 
csc’s Gill Malhotra: “We are already seeing major IT 
companies withdrawing job offers made to freshers. 
This is largely because IT companies don’t want to 
spend time and money on training freshers.” 
Typically, it takes 3-6 months (known as lead time) 
before freshers become billable; till that time the 
resource is not earning for you, she adds. Today, 
most companies don’t have the luxury of that lead 
time. As a result, the demand for professionals with 
two-three years of experience will be high. 

Infosys’s Pai agrees. “The IT industry is trying 
to cut costs; so expect more hiring at the entry 
level and in junior management. Overall hiring will 
be muted, but companies will look to expand 
their fresher and junior level hiring to keep costs 
down,” he says. 

At Pantaloon Retail, recruitment in the frontline 
operations, which accounts for around 80-85 per 
cent of the total workforce in the company, will be 
almost the same in the next quarter compared to last 
year. “However, recruitment of senior professionals 
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Shekhar Arora, Executive Director, HR, Ashok Leyland 


Companies like his are upbeat on hiring in 
Chennai due to new units coming up 





at the zonal or geographical level may slow down,” 
says Sanjay Jog, Head (HR), Pantaloon Retail. 


The Road Ahead 


Given its economic integration with the world 
economy, it’s unlikely that India can remain immune 
to the global financial crisis. However, the intensity 
and timing of the impact will widely vary from 
one industry to another. The crisis in sectors such as 
realty and financial services, which are most likely 
to be affected first, will have a cascading effect on 
other sectors in the long term. “Till then, we are not 
going to see any slump in the hiring process,” says 
Pantaloon Retail’s Jog. The retail business, already 
suffering from major talent crunch, could also 
emerge as a winner. “Professionals from ITES and fi- 
nancial services may be forced to make cross-sector 
jumps into retail and other sunrise sectors as there 
will be fewer job options available to them,” he says. 
The BPO sector is maturing and becoming more 
specialised. New lines of business—knowledge process 
outsourcing, legal process outsourcing, along with 
pharma outsourcing—will drive growth in the future. 
With the business landscape changing rapidly in 
tandem with the fast pace of events unfolding in the 
global markets, there may not be much long-term 
clarity. The mood is cautious in the current quarter. 
For a peek into the long-term degree of change, wait 
for our January outlook. 
REPORTING BY MANU KAUSHIK, 
NITYA VARADARAJAN, E. KUMAR SHARMA 
AND RAHUL SACHITANAND 








METHODOLOGY 


HE BUSINESS TODAY-TEAMLEASE 

Employment Outlook Survey, 
which follows a rigorous, 
statistically-validated process 
adhering to the highest standards 
in market research, was 
conducted among 495 companies 
selected from the Kompass 
Directory that lists 70 per cent of 
all registered companies in the 
organised sector, from Nasscom 
for IT companies and from com- - 
panies registered with the website 
www.bpoindia.org for ITES com- 
panies. A combination of data- 
base and random sampling as a 
technique has been used. Care 
was taken to ensure a good mix 
of large, medium and small com- 
panies as also an equitable repre- 
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sentation across industries to re- 
move any bias or variation that 
might be attributable to a particu- 
lar industry. The target respon- 
dents at these companies were 
the HR heads or decision makers 
in the hiring process. The ques- 
tionnaire used for the survey col- 
lated information on overall busi- 
ness improvement (last three 
months and next three months); 
overall recruitment needs (last 
three months and next three 
months) and recruitment trends 
(across age, geographies, cities, 
functions and levels). 

A total of 495 interviews were 
conducted during the months of 
August and September 2008 and 
responses obtained were coded at 


Chn. Pun. Hyd.  Ahd. Total 
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Reference: Mum.: Mumbai, Del.: Delhi, B lore: Bangalore, Kol.: Kolkata, Chn.: Chennai, 


Pun.: Pune, Hyd.: Hyderabad, Ahd.: Ahmedabad 


the time of data collection. The 
information was analysed using 
the Computer Aided Telephonic 
Interview (CATI) methodology. 
Surveycraft software was used for 
data collection and tabulation. 
Given the concentration of com- 
panies in Mumbai, Delhi, Kolkata, 
Chennai, Bangalore, Hyderabad, 
Pune and Ahmedabad, the study 
was restricted only to companies 
with a presence in these cities. A 
random sampling was drawn from 
each city with due weightage to 
size. Two indices, the 
Employment Outlook Index and 
the Business Outlook Index, were 
computed to elaborate and 
analyse the trends that emerged 
from the data. 


Employee Base 
250-500.76 ¬ — 501-1,000.35 > 1,000. 60 
E 1.1% M 
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Figures are number of companies interviewed 





Turnover Base 


251-500: 19 301-1,000: 23 > 1,000: 22 


38% 47% 45% — 





Figures in Rs crore — *The turnover of the company; however, they 
shared the rest of the information as desired in the questionnaire 
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Read in the following order - Company Name, Position, Location, Experience, Job ID, Job Description. 


Infotech Enterprises Ltd, Practice 
Head - Aerospace, Hyderabad, 20 - 25 
years, JobID: 4416396 

Aspirant with a bachelor’s or master’s level 
degree in engineering. An MBA is preferred. 
Worked in a global organization in the 
industry in a customer facing role (preferable 
business development or sales). 


Channel Strategies, Senior Manager, 
Bangalore, 9-15 years, Job ID: 6145950 
Responsibilities: Act as a Subject Matter 
Expert in designing complex system 
interactions/applications utilizing Web 
Services and Messaging technologies. Provide 
enterprise architecture vision to CIOs, CTOs 
and other client executive management. 


Kelly Services India, Corporate Sales 
Mgr, India, 5-7 years, Job ID: 6239587 
Role: Meeting Sales Target and exploring 
opportunities for business by selling Business 
Information Reports and Credit Ratings to 
Corporates, Banks, Exporters, SME's and 
5515. Developing and maintaining healthy 
Relationship with Key Partners, etc. 


Radical Thoughts, CFO, Chennai, 
Visakhapatnam, 15 - 25 years, Job ID: 
6216501 

ACA with 20+ yrs exp in Finance & Accounts 
in a large manufacturing or trading industry of 
which as Head of F&A for three yrs. Exp in 


dealing with domestic & international 
funding, forex is a must. 


Honeywell, HSE Leader, Pune, 
6 - 12 years, Job ID: 6214409 

Essential functions: Deploy health, safety and 
environmental management systems 
program. Partner with business leaders and 
employees to continuously improve HSE 
culture, awareness and accountability, in 
support of site HSE objectives, targets, etc. 


Gravita India Ltd, Country Manager, 
Delhi, 7 - 12 years, Job ID: 6043622 

Responsible for starting and establishing 
Overseas operations, from scratch, in the 
assigned country The job entails market 
survey, company incorporation and obtaining 
licences/ approvals and NOCs, liaisoning 





To know how to apply for these jobs, go to finance jobs 


Punj Lloyd, Regional Head - 
Contracts, Delhi, 12 - 20 years, Job ID: 
6198465 

Responsibilities include: Advising Regional 
Director on contractual issues and to be a 
Strategic partner in projects mgmt. Guiding 
Project Mgmt team during finalization of 
contract between Company and Client & 
Company and sub-contractor. 


Sumeru Soft Pvt Ltd, CFO - Retail, 
Mumbai, 10 - 20 years, Job ID: 6181287 
Candidate should be a CA with 7-15 years of 
experience in a similar capacity with well 
known retail organizations. Should have exp 
in corporate and project finance ready to take 
on higher responsibilities and challenges. 


T John Group of Institutions, Ph.D 
Candidates, Bangalore, 10 - 15 years, 
Job ID: 3019935 

Applicant must be a Computer Savvy. Should 
have worked in a Mgmt College. Good at 
inspiring students & placement of all Mgmt 
Students. Strong at taking individual decisions 
instantly. 


CRY-Child Rights and You, General 
Manager, IT, Bangalore, 10 - 17 years, 
Job ID: 6175533 

You must be a Post Graduate, preferably an 
MBA or GNIIT or equivalent with systems 
experience of 10-17 years. You should also 
have experience in project management, and 
must have headed an IT department. 


Omam Consultant Services Pvt Ltd, 
Regional Sales Manager, Mumbai, 10 - 
14 years, Job ID: 6241181 

An ideal candidate would be an B.E 
Automobile + M.B.A with Around 10 to 14 
years of experience in Automobile 


Salesprefferably Passenger Cars. 


TalentPro, Manager-Legal, Chennai, 
7-17 years, Job ID: 6241637 

Duties: Drafting & Implementing Channel 
Partner (distributors, franchisee, associates, 
etc) appointment & exit process in Tamil 
Nadu Circle. Negotiating and finalizing 
vendor & agency agreements for all 
operational activities. 





listing page. 


RNA Corp, GM-Planning ሪና 
Purchase, Mumbai, 15 - 20 years, Jo! 
ID: 5521332 

Applicant with BE/DCE (Civil) with 15/2 
yeats of relevant exposure into the area o 
planning and procurement fo 
residential/commercial building. Should b 
capable to coordinate the constructio: 
activities, material control, store system é 
material audit. 

Paxcel Technologies Pvt Ltd, Tean 
Lead Dot Net, Gurgaon, 5 - 10 years 
Job ID: 5929576 

Incumbent must have knowledge of ASP.Ne 
2.0, AJAX pro and AJAX.Net, SQL Serve 
2005, Design Patterns, Web services 
Reporting Services. Exp in Market Research , 
Survey and advertising domain will be ar 


advantage. 

IP soft India Pvt. Ltd., Senior UDE 
DBA, Bangalore, 4 - 14 years, Job ID 
2377117 

Candidate with 4+ years of core 138: 
Database Administration experience. Ability 
to manage multiple DB2 instances involving 
huge databases in an OLTP environment or 
AIX, Linux, Solaris Troubleshooting DBZ 
related issues. 

Kosmic Rays, Sr Manager QA, Mumbai, 
11-21 years, Job ID: 6240944 

Establish project quality standards and 
incorporate quality assurance milestones into 
project plan. Develop standard Quality 
Assurance and Safety guidelines and plans. 
Prepare Quality Assurance and Safety plans 
for project by specifying. 
Cholamandalam MS General 
Insurance Company Ltd, Sr. Mgr, 
Chennai, 10 - 15 years, Job ID: 6240612 
Responsible for handling the Commercial 
Insurance Operations. Responsible for 
Issuing Policies and for ensuring & validating 
underwriting norms. Generating MIS reports. 
Coordinating with branches. 

Orion Systems Integrators Inc, QA 
Lead, Mumbai, 4 - 8 years, Job ID: 
6241916 

Person with min 5 yrs of active testing / test 
design experience in Microsoft 
Technologies(.net), with 1-2 years of exp in a 
"Team Lead" role. Proficiency in Automated 
testing tools including Win Runner, etc. 
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1. Logon to www.monster.com 

2. Type the Job ID in the "Search Jobs" box on the 
omepage 

3. Click the "Go" button 
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PHOTOGRAPHS BY R. SENTHIL KUMARAN 


to check out r disti BT cotton has 
changed the lives of farmers there. 


nào 1 
ers 


Growing aspirations: Fa! 
ite mpr Wwe wi th RT (X tion: 


SEPTEMBER 18, 2008 
Perambalur District (Tamil Nadu) 


E SEE SEVERAL PUCCA 
houses being constr- 
ucted in place of dila- 
pidated and tiled stru- 
ctures on both sides of the road as 
our car speeds past Siruvachhur, 
Sirkanpur, Nathakadu and Illup- 
aikudi villages in the Perambalur 
district of Tamil Nadu. To describe 
the construction activity as feverish 
would be an understatement. On 
the fields, scores of people are busy 
de-weeding the fields and preparing 
them for sowing. Tata Ace trucks, 
popularly referred to as chinna yan- 
nat (small elephant in Tamil), criss- 
cross the village roads packed with 
farm workers—predominantly 
women. Signs of prosperity are un- 
mistakable. It is difficult to believe 
that a little over five years ago, 
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farmers in this area were steeped in 
massive debt after a large-scale pest 
attack had crippled the cotton crop. 

We (photographer R. Senthil 
Kumaran and I) get off NH-47 (con- 
necting Chennai and Kanyakumari) 
a few kilometres before Perambalur 
town, some 50 km to the north- 
east of Tiruchirapalli in central 
Tamil Nadu. We are in the 
Perambalur district to study the 
effects of genetically-modified cot- 
ton (BT cotton) on the lives of farm- 
ers six years after it was cleared for 
commercial cultivation in India. We 
chose this predominantly dry district 
in central Tamil Nadu as the entire 
cotton-growing area of 80,000 acres 
(largest in the state) is under BT 
cotton cultivation. What’s more, 
the farmers have seen both the eras: 
they grew the conventional cotton 
varieties for decades till the massive 
crop failure of 2002-03. The 





magnitude of loss was so great that 
they gave up on cotton for the next 
few years and shifted to cultivat- 
ing maize. Only after the introduc- 
tion of BT cotton (in 2004-05) did 
the farmers gradually return to their 
preferred crop. 

Our first stop is Nathakadu 
village, 18 km from Perambalur 
town. We meet 34-year-old 
Singaram Kamaraj, who owns 16 
acres of land. Asked how his life 
has changed since the advent of 
BT cotton, he points over our 
shoulder to a newly-built house 
on the other side of the road. “I 
just constructed this house for Rs 7 


lakh. That apart, I have paid off my 
debts and bought four more acres 
of farm land,” he says, adding: 
“all this is due to BT cotton.” 

Has BT cotton really lived up to 
the hype of higher yields and pro- 
tection against pest? “Earlier, 1 got 
yields of 10 quintals per acre with 
the conventional cotton crop. Now, 
I get 15 quintals with BT cotton 
seeds. Last year, I sprayed just four 
rounds of fertilisers and micro-nu- 
trients compared to 14 rounds that 
we needed to spray for the con- 
ventional cotton crop. This saves 
approximately Rs 7,000 to Rs 8,000 
per acre on pesticide costs alone. 
My overall profit was Rs 25,600 
per acre,” he says. With the 
conventional variety he made, at 
best, Rs 6,000 per acre. 

We drive further east and 
meet M. Marudapillai (60) at his 
five-acre farm in Illupaikudi, 24 
km from Perambalur. “Last year, 
I got yields of only 11 quintals 
per acre. Though this is lower 
than what other farmers got, | 
managed to make a profit of Rs 
15,000 per acre on account of 
lower pesticide costs,” he says. 
He was one of the farmers badly 
hit by the 2002-03 crisis. Today, 
he has redeemed the pledged jew- 
els and repaid all his loans. In 
addition, he saved up enough 
money to send his son, a con- 
struction worker, to Bahrain for 
employment. 

We reach the next destination— 
Kurumbalur, across the Perambalur 
town—at 4 p.m. We zero in on a 
farmer, who has irrigation facili- 
ties. P. Muthusamy (60) is watering 





"Last Mes | made a profit of 


of lower icide costs" 
Marudapillai, 60, lllupaikudi 


Rs 1 red acre on account 





his multi-crop field, which includes, 
apart from BT cotton, crops of 
turmeric, banana and lemon. 

*In 2007-08, the average yield 
was 20 quintals per acre. I was also 
able to get better prices for cotton— 
Rs 3,200 per quintal against the av- 
erage rate of Rs 2,800 earlier—and 
my profit was Rs 49,000 per acre,” 
explains Muthusamy. He has bought 
land for Rs 7 lakh in Perambalur 
town to build a hospital for his elder 
son, who is currently a house sur- 
geon. He has also invested in unit- 
linked insurance plan (ULIP) with an 
annual premium of Rs 20,000. 

We hear similar stories from the 
cross section of farmers in the dis- 
trict. Better yields and lower pesti- 
cide costs have resulted in higher in- 
come, which have been typically 
used to pay off debts, purchase 
jewels, land or ULIPs. 

*Till a couple of years ago, I 
used to sell insurance policies worth 
a premium of Rs 15 lakh a year. 
Now, I do policies worth a pre- 
mium of Rs 1 crore. Over the last 
two or three years, farmers are 


investing heavily in ULIPs," says 





“In 2007-08, my profit was 
Rs 49,000 per acre on account 
of a better cotton price - 


Muthusamy, 60, Kurumbalut 
سسا‎ Q Q O° | 


P. Rajavel, an LIC agent. 

What about instances of soil 
degradation (root rot disease), 
animal deaths or allergies to people 
involved in plucking BT cotton as 
has been observed by some NGOs in 
Andhra Pradesh? The farmers say 
they have not come across such 
instances here. BT cotton technology 
seems to have won them over. 1. the 
numbers doled out by the seed com- 
panies are any indication, around 90 
per cent of India’s cotton area of 23 
million acres is under B1 
and, consequently, the country’s 
cotton output has jumped from just 
13.6 million bales in 2002-03 to 
31.5 million bales in 2007-08. But 
environmental activist Vandana 
Shiva of Navdanya disputes these 
numbers. She attributes the higher 
cotton output to increased acreage 
rather than BT cotton. “When BI 
cotton cultivation is legal only in 
four states, where is the question of 
it accounting for 90 per cent of the 
cotton area?” she asks. But activists 
like her are increasingly in a 
minority. For now, at least, 8] 
cotton 15 the farmers’ best friend. 88 


cotton 
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for Survival 


Thomas Friedman’s new book sets the agenda for 
combating climate change, says Vivek Bharati. 


OR DECADES NOW, THE 
American way of life has 
shaped the aspirations of 
millions in most coun- 
™ — tries around the globe. 
This is not at all surprising. During 
nearly half a century of the Cold 
War, the one single message that 
went out from the Us to the rest of 
the world was that the American 
way of life was far superior to what 
could be delivered under the com- 
munist system. Free markets and 
democracy were synonymous with 
better and more affordable homes, 
better kitchens, TV sets and washing 
machines and bigger cars. 

With the collapse of commu- 
nism, that vision has been achieved. 
But the ubiquitous success of the 
American way of life is now close to 
breeding failure. Thomas Friedman, 
whose previous book, The World 
Is Flat, was a best-seller, is now 
worried that “Americans are pop- 
ping up all over now—from Doha 
to Dalian and from Calcutta to 





Casablanca to Cairo—moving into | 
American-style living spaces, buying 
American style cars, eating ` 
American-style fast food, and cre- 


ating American levels of garbage. 
The planet has never seen so many 
Americans.” However, with popu- 
lation growth continuing apace in 
many countries like India and 
China, there will soon be eight or 
nine “Americas” inhabiting the 
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HOT, FLAT, AND 
CROWDED 

Why the World Needs a 
Green Revolution — And 
How We Can Renew Our 
Global Future | 


Thomas L. Friedman 

Allen Lane, 2008 

Pages: 438 

Price: Rs 595 
planet compared to only two now. 

This flat and crowded world will 

not be able to sustain so many 
Americas. As millions of new con- 





sumers realise the American dream 
and producers rush to meet this de- 
mand, the pressure on world re- 
sources will become unbearable. 
The quest for minerals, wood and 
marine resources will deal a terminal 
blow to the world’s severely-threat- 
ened biodiversity. Above all, if more 
Americas join the present two, their 
energy needs cannot be met by fos- 
sil fuels. We cannot have more 
Americas join the present one’s level 
of carbon emissions per capita. 
Should that happen, global warming 
will send the planet into a tailspin. 
Friedman convincingly argues that 
the world has moved to a new 
"Energy-Climate Era". 

He is not the only one to have 
painted this scary picture of our 
new hot, flat and crowded world. 
There is a growing body of writing 
on the threat posed by global 
warming, which will reach alarming 
levels as populations rise, and mil- 
lions of poor benefit from eco- 
nomic growth to raise their con- 
sumption levels.(See Common 
Wealth, Economics for a Crowded 
Planet, by Jeffrey Sachs, Allen 
Lane, 2008). 

But what makes Friedman’s 
book a compelling read is his case 
for American leadership in solving 
the problem. Friedman recognises 
that developing countries like India 
and China cannot be unfairly ex- 
pected to sacrifice the promise of 
better life to their citizens, how- 
ever unsustainable a load that places 
on the planet. Also, no country is 
better placed than the Us to take 
the leadership in finding solutions to 
this. As Friedman argues, this is 
both a moral and capability issue. 
The US must show the way not only 
because it is most responsible for 
placing an unsustainable load on 
the planet's resources, but also bec- 
ause it is the most resourceful. 


he quickest and surest cure for Friedman's hot, flat and crowded world is for 
e world's biggest innovator, the US, to move decisively to “outgreen” others. 





The us has unri- 
valled power to inno- 
vate and produce tech- 
nologies that can move 
the world away from 
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Friedman calls *a unique 
opportunity" to prevent 
the world from hurtling 
towards an environm- 
ental disaster, and sim- 
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fossil fuels towards ` ultaneously establishing 
cleaner and renewable ` by Chris Patten its dominance in a world 
sources of energy. . What are our greatest . hungry for clean energy 
Friedman presents an - lenges and Now n | bitechnologies and prod- 


interesting account of 
America’s technological | 
advancements in re- | — 
newable sources of en- 
ergy such as wind and - 
solar. His description of . 
a model that combines ° 





ucts? Friedman points 
to the distortion of Us 
policies by lobbies that 
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the fossil-fuel era at the 
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production of renew- nce sauce | Cost of the nation and 
able energy is an eye- for the first time 


opener; there are excit- 
ing models that have the potential of 
meeting the threats of this “energy- 
climate” era. This is a must-read, 
particularly for India’s energy and 
technology planners. 

The obvious question is: what 
prevents the Us from seizing what 


| the world at large. With 
great clarity, he outlines 
how changes in fiscal and reward 
policies and regulatory structures 
can reshape the market for renew- 
able energy solutions and deliver 
competitive alternatives to coal, 
gas and oil. 
In Friedman’s new world that 


has “Code Green” as its key driver, 
renewables will not only make the 
us the saviour of the planet, but 
also bring cheap energy to reshape 
lives of millions of hungry and poor 
in parts of the world that are still 
“unflat”. They will also re-configure 
the global polity by getting rid of 
“Petrodictators” who thrive on high 
oil prices to suppress democracy. 
But the quickest and surest cure for 
Friedman's hot, flat and crowded 


What makes Friedman's book a 
compelling read is his case for American 
leadership in solving the problem. 


world is for the world's biggest 
innovator, the US, to move deci- 
sively to *outgreen" others. 
Friedman has lived up to his 
reputation for thought leadership. 
For those worried about the emerg- 
ing megatrends of the 
climate" era, this book will add 
some more sleepless nights. It is 
unputdownable. 
The author is Executive Director, 


PepsiCo India 


energy - 


REVISITING THE CLASSICS 


Who needs some radical self-help now to live for tomorrow? The US, UK, 
Iceland, merchant banks (who?), stock markets.... and home-owners. 


Was big because: A path- 
breaking bestseller from Day 1, 
based on research into 200 
years of the literature of 
success, the book's teachings 
brought order, balance and 
focus into the lives of those who 
chose to follow its approach. 
Covey's message: don't 
fantasise: be proactive, picture 
the end in mind, put first things 
first, think win-win (not win- 
lose), seek to understand first, 


#1 National Bestseller 





(Free Press, 1989) by 
Stephen Covey 





Why it still matters: 


look around you... 


synergise, and “sharpen the 
saw”. Covey says: You choose 
success. You choose failure. And 
things don't just happen. There 
is no quick fix for effectiveness. 


5 that a silly question? The 
world has changed a lot but 
banks are 
collapsing, countries are crying 
for loans, the stock markets 
have tanked, and your export 


market is up in smoke. So, what 
are the things you can control? 
Start with Chapter 1. Are you a 
leader looking for a solution? 
Think win-win (Chapter 5). 
Listen carefully before you wish 
to be heard. In fact, globally, 
the mood among countries is 
now cooperative, not competi- 
tive (even China's central bank 
cut its rates). Wish the bankers 
responsible for the mess had 
read the book—and its 
message about integrity and 
maturity. And keep rejuvenating 
yourself—sharpen the saw, 

as Covey says. Don't shoot 
yourself! 
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In Kerala, the CPI(M) is turning entrepreneur and in turn, 
acquiring a new image. K.R. BALASUBRAMANYAM 


HY WASTE TIME 
trying to attract 
investments when 
you can do it 
yourself? Even as 
the CPI(M)-led Left Front govern- 
ment in West Bengal faces a long 
struggle to restore investor confi- 
dence following Tata Motors' with- 
drawal from Singur, the Kerala 
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unit of the CPI(M) is foraying into 
the thriving tourism and hospital- 
Ity sector via cooperative societies 
controlled by it—and charging 
market rates with pleasure! 

With the coastal state receiving 
only minuscule private sector in- 
vestment in tourism and hospital- 
ity—the only booming business— 
party-controlled cooperative soci- 


eties are getting to everything from 
water parks to hotels and even 
hotel management institutes. 

For instance, the party has pro- 
moted the Vismaya Infotainment 
Centre, a 30-acre water theme 
park in Kerala's Kannur district. 
Now in its second month, the park 
is owned by a company that in 
turn has been floated by a CPI(M)- 


PAVITHRAN ANGADIPPURAM 


Capitalism, CPI(M) Style 





controlled cooperative society, 
the Malabar Tourism Develop- 
ment Cooperatives Ltd (MTDCL). 

Running businesses is not new 
to Kerala’s Left parties, which 
manage a daily newspaper and 
three super-specialty hospitals 
among other things, but always 
through a cooperative setup. Kerala 
Dinesh Beedi, the world’s largest 
worker-owned cooperative, is one 
such success story. 

But the CPI(Mys latest burst of 
entrepreneurship has upset party 
conservatives, who view large 
tourism and hospitality projects as 
things serving the moneyed class. It’s 
not surprising, then, that Azad, a 
Left sympathiser and a former party 
member, has been provoked to write 
a Malayalam book, Karl Marxum 
Fantasy Parkkum (Karl Marx @' 
Fantasy lark), attacking the party 
for “straying” from its path. 

Within Kerala’s ruling Left 
Democratic Front (LDF), young 
cadres and many ministers have 
come close to accepting that glob- 
alisation is not a policy but a 
process they cannot avoid. After 
the negative publicity generated 
by the party’s inclination 
towards tourism projects at 
Kannur, Vismaya’s success has 
created a positive ripple effect in 





@ Kerala Dinesh Beedi, world’s 
largest worker-owned co-op 





@ Deshabhimani newspaper, 
CPI(M’s) mouthpiece 





@ High-tech hospitals at Kochi, 
. Thalassery, Perinthalmanna 





e Vismaya Infotainment Centre, 
a 30-acre water theme park 
ብ [በ Kannur 





@ Coming soon is a hotel 
management institute and a 
5-star hotel in Kozhikode 
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"When these societies are 
already running hospitals, 
beedi and coir industries, 
why not tourism ventures?" 


Kodiyeri Balakrishnan 
Tourism Minister 


neighbouring Kozhikode district. 
The CPI(M)-controlled Kozhikode 
District Cooperative Travel & 
Tourism Development Society 
(KTDS) plans a five-star hotel as 
well as a hotel management 
institute, and has shelled out 
Rs 6 crore to buy a plot of land in 
the heart of the city. 


No Charity, Please 

Revenues seem to be an 
important aspect of the cooperative 
projects. Consider tourism and 
hospitality—a huge shortage of 


Backed by CPI (M), it’s the largest hospital 
in the cooperative sector in ጋ. : 
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rooms in peak season is stifling 
further growth and enables pri- 
vate facilities to overcharge tourists. 

According to unofficial reports, 
Kerala’s direct and indirect earn 
ings from tourism increased to 
Rs 11,433 crore last year from 
Rs 4,500 crore in 2001. The state 
gets over 600,000 foreign and six 
million domestic tourists every 
year. The industry is crippled by a 
capacity shortage and inadequate 
infrastructure. 

Tourism Minister Kodiyeri 
Balakrishnan says: *In peak 
season, we require 20,000 rooms 
(across Kerala) but have only 
12,000." The state is also missing 
out on the international convention 
tourism business because it 
simply does not have the infra 
structure. Balakrishnan, who hails 
from Thalassery in Kannur dis- 
trict, is promoting his native 
Malabar, a backward region. Those 
setting up tourism projects in 
Malabar will get a special invest- 
ment subsidy of 15 per cent, 
against 10 per cent in the rest of 
the state. 

The cooperatives in the tourism 
sector are ready to offer shares in 
the companies to cash-rich Gulf 
Malayalees—who would be quick 
to notice that the ventures are not 
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charities but out to make a profit. 
For instance, Vismaya prices its 
tickets at Rs 375 on holidays and 
Rs 300 on weekdays. And it is 
houseful. As P.P. Chandran, 
Managing Director of MTDCL, says: 
“On Gandhi Jayanti, we sold 4,902 
tickets as against the capacity of 
2,500 people. But that was under 
very compelling circumstances. 
Our target is to do a collection of 
Rs 1.5-2 lakh a day, but we have 
averaged around Rs 1.20 lakh.” 


Equity Stakes Welcome 
Vismaya itself has been set up by 
Malabar Pleasures (India) Pvt Ltd, 
the company floated by MTDCL. 
Chandran, keen on a budget hotel 
next, does not rule out any 
option, including the capital mar- 
kets, for raising funds. Not 
surprisingly, not one CPI(M) leader 
in the party stronghold of Kannur 
has said anything in public against 
Vismaya. The party’s bosses have 
so far kept a lid on any discon- 
tent, evenvas key ministers 
support such initiatives. 
Balakrishnan says he is proud 
of the work the party-backed co- 





«ዋም እ። ` 
“We are mobilising as 
much share capital as we 
can to help us execute our 
plans for Malabar region” 


Padamanabhan Pallath 
Honorary Secretary, KTDS 
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operatives are carrying out. “When 
these societies are already running 
hospitals, beedi and coir indus- 
tries, why not tourism ventures?" 
he asks, adding: *We will take the 
number of people employed in 
the tourism sector from the 1.2 
million now to 2 million in the 
next 10 years." (Vismaya employs 
300, many of them women.) 

Kerala Finance Minister T.M. 
Thomas Isaac, the leading voice 
among ministers backing the trend, 
defends the profit-making ventures. 
“It is a wrong notion that coopera- 
tives must confine themselves to 
sunset industries and are meant to 
take over sick units rejected by cap- 
italists. Who said cooperatives can 
run only coffee houses?" 

Isaac, an economist who has 
taught at the Centre for Develo- 
pment Studies, Thiruvanantha- 
puram, notes the state can tap 
the full potential of its tourism 
sector only if it is linked to small 
entrepreneurs. "One advantage 
with Kerala is the availability of 
substantial medium- and small- 
scale savings from Gulf 
returnees," he says. Given their 
exposure to foreign countries 
and their customs, tourism is an 
ideal area for investment for 
them, Isaac feels. 

"Therefore, we should en- 
courage the cooperatives of small 
entrepreneurs, Gulf returnees and 
small-savers to create medium- 
scale tourism activities. Kerala lacks 
capital of sufficient scale," he says. 





"Our target is to do a 
collection of Rs 1.5-2 lakh 
a day, but we have aver- 
aged around Rs 1.20 lakh" 


P.P. Chandran (in white) 
Managing Director, MTDCL 


The MTDCL has 4,100 mem- 
bers at present; the KTDS wants to 
be bigger as its home district of 
Kozhikode has hundreds of small 
cooperative banks. 

The KTDS plans to open star 
hotels, restaurant chains, tourism in- 
formation centres, and tourism and 
hospitality management institutes. 
It will raise equity by issuing three 
types of shares—Rs 1,000 for in- 
dividual membership and Rs 5,000 
for institutional membership. 

"We plan to launch our 
project, ‘Rediscover Malabar’, in 
November. We are mobilising as 
much share capital as we can so 
that we can raise debt 50 times of 
our share capital. That will help 
us execute our plans for Malabar 
region on a large scale,” says 
Padmanabhan Pallath, Honorary 
Secretary of KTDs. The district 
CPI(M) unit Secretary T.P. 
Ramakrishnan and Kozhikode 
City Mayor M. Bhaskaran, a 
CPI(M) member, are among 
KTDS directors. 

Well, in one part of India at 
least, the CPI(M) has made a suc- 
cess of its new found attraction 
for capitalism—and proved once 
gain that its precepts end where 
its profits begin. 
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Secure Your 
Wireless Network 


Wi-Fi is convenient and it need not be an open 
invitation for trouble. KUSHAN MITRA 


where terrorists have allegedly used 

unsecure Wi-Fi networks to send 
e-mails, you can take some relatively 
simple steps to protect your connection 
from being misused. Wi-Fi or Wireless 
Local Area Networks (WLAN), or, to 
give it its technical name, 802.11 wire- 
less protocol, is still extremely con- 
venient, both in office and home, given 
that all modern laptops and high-end 
mobile devices have receivers to pick up 
these signals. The latest 802.11n spec- 
ification is also quite fast and supports 
the higher broadband speeds that come 
into the WLAN router. 

You can secure your connection 
by following these three simple 
steps. However, keep in mind that 
these are only tips and much like 
a car security system, only offer a 
slightly enhanced level of 
protection. A determined 
hacker can still break into any 
network without enterprise 
levels of security. 


|: THE LIGHT OF RECENT EVENTS 





















Don’t Keep Your Wi-Fi Router Near a Window or the 
Outside Wall of Your House 


This is not a hardware tip, but simple common sense. A Wi- 

router does not send an uni-directional signal (though some 
modern routers do). A Wi-Fi router placed near a window or out 
side wall will leak signals to the world, which can be picked up by 
any Wi-Fi-capable device and misused. 


ላ ቺ | 

A Disable SSID Broadcasting : Use WPA-PSK Authentication 
إل‎ Most Wi-Fi routers broadcast their network name ; WPA stands for Wi-Fi Protected Access and the 
À using the Service Set Identifier (SSID) to the ; PSK stands for Pre-shared Key and this is the best 
world every few seconds, which makes it easy : form of encrypted security for your network. Do not 
for people to move from one wireless access ; use the more outdated WEP (Wired Equivalent 
area to another—but people rarely change the : Privacy) protocol since that is relatively easy for 
network's default name. Disabling the SSID | hackers to crack. Both systems use a simple alpha- 
might help if your access device—mobile : numeric password. The PSK means that you are 
or computer—usually stays in the signal : your network's best security, as only you know the 
area. Constantly moving in and out of : password; anyone else wanting to access the net 

the Wi-Fi signal could lead to slow or | work needs to ask you for the password 










dropped connections. But you also must : Read your Wi-Fi manufacturers manual t 
keep in mind that many modern devices can i find out how you can set up a WPA secure 
detect and access ‘Hidden WLAN’ networks : WLAN network. It is a very simple process and as 


where the SSID is disabled. ! always, keep your password secure 
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EN’S HEALTH MAGAZINE IS PER- 

sistently dishing out positive- 

ended promises to its read- 
ers through its pages. ‘Drink Beer to 
Lose Weight’, ‘Eat More, Weigh Less’ 
and “Work Less, Earn More’ may sound 
incredulous at first sight. But each of 
these cover lines—we call them promises 
to our readers—connect to stories that 
offer simple ways to turn these fantasies 
into reality. One of the most challenging 
promises we've made, however, has been 
the one on the cover of our current issue 
‘Lose Weight While You Sleep’. 

“It’s just not possible,” remarked a 
friend of a friend whilst checking out the 
magazine after a heavy Italian lunch at 
Khan Market recently. “It’s a marketing 
tactic that reeks of exaggeration.” Slightly 
offended, I offered him an instant solu- 
tion. I pointed to our common friend, 
who is 5”9” tall and rarely crosses the 60 
kg mark, and said: “Do you know why 





2. Overhead 


Lose Weight While You Sleep! 





3. Medicine 


Rajat doesn’t put on weight despite all he 
eats? His metabolism is really high. If 
you figure out a way to supercharge 
yours too, you can torch body fat; yes, 
even while you sleep!” 

This festival season, when statistics 
show that even the fitness-conscious 
tend to skip their regular gym schedules, 
a good way to keep off unwanted flab is 
to simply increase the rate at which 
your body burns calories. What follows 
is a simple, yet gruelling, four drill se- 
quence put together by Men’s Health’s 
fitness experts to help you incinerate 
Diwali mithai and other indulgences. 
Do each exercise for 30 seconds, then 
break for one minute. Repeat the circuit, 
this time performing each move for 45 
seconds. Rest for 90 seconds, then repeat 
once more, doing each move for 60 
seconds, Whatever time of the day you 
do this, your body will continue burning 
tat for the next 20 hours relentlessly! 





1. Side-to- 
side Shuffle Lunge Walk 
Stand facing a wall Stand holding a 


from 5 feet away, 
holding a medicine ball 
at chest height. Throw 
the ball at the wall 3-5 
feet to your left and at 
eye level. As the ball 
bounces off the wall, 
shuffle sideways and 
catch it on a hop 
before firing it back 

to your right. 


medicine ball overhead 
at arm’s length. 
Keeping your arms 
straight, take a large 
step forward until both 
knees are bent 90 
degrees and your back 
knee is an inch or two 
off the floor. Stride 
forward with the 
opposite leg. 


Ball 180 


Stand with your ankle facing 
the wall about 5 feet away. 
Hold a medicine ball in front 
of your chest, arms straight. 
Rotate your torso away from 
the wall slightly, then rotate 
forcefully toward the wall, 
throwing the ball at the wall 
and slightly behind you. Turn 
around and catch the ball, 
then repeat the move in the 
opposite direction. 





Jamal Shaikh is Editor, Men’s Health. 


Caveat: The physical exercises described in Treadmill are not recommendations. Readers should exercise 
caution and consult a physician before attempting to follow any of these. 
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Assume the classic push-up 
position, but instead of placing 
both hands on the floor, place 
your left hand on a medicine 
ball. Bend your arms to lower 
your body towards the floor. 
Push yourself up with enough 
force to propel your hand off 
the ball. Land with your right 
hand on the ball and your left 
hand on the floor, to the left 
of the ball. 


JAMAL SHAIKH 








tells youthat bi high-intensity 


cardio such as running is 


the best v way to lose fat. 

It's time you forget that. 

Yes, the more you huff 

and puff and pound the — 
treadmill, the more calories 
you burn all right! But what 
happens when the exercise 
ends? Lifting weights, on 
the other hand, increases 
your metabolic rate, and 
continues to burn calories - 
in your body up to 50 hours 
after your last rep. Since 
you're not a regular 
gym-goer, join now to beat - 
the mad rush in January 
and avail of the great 
discounts. Once there, use 
moderate to intensive 
cardio to warm up for five 
minutes, then get a trainer - 





to help you do low-inten- - 


sity resistance training, like 
squats or dead lifts. These 


| exercises are easy to grasp - 


and you'll scorch calories - 
like never اله‎ | 
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Créme de la Créme: (From L to R) Aroon Purie, Editor-in-Chief, India Today Group; Kalpana Morparia, CEO, JP Morgan India: 
Shikha Sharma, MD, ICICI Prudential Life; Leena Nair, Executive Director, HUL; Swati Piramal, Director, Piramal Healthcare: 
Naina Lal Kidwai, Country Head, HSBC India; Ashu Suyash, MD & Country Head-India, Fidelity International; Shelly 
Lazarus, Chairman & CEO, Ogilvy & Mather Worldwide; Zia Mody, Senior Partner, AZB & Partners; Madhabi Puri-Buch, Executive 


Director, ICICI Bank; Renuka Ramnath, MD & CEO, ICICI Venture: and Rama Bijapurkar, Management Consultant 


POWER OF WOMEN 








Or should that be Women of Power? It doesn't matter: 
at BT’s annual event to honour the most powerful women 


in Indian business, both were on ample display. 





~ 






»" 
,” 


= 


s 





ቀሚ 


— 
Saluting women: HUL 's Nitin Paranjpe 
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HERE'S LITTLE TO DIF- 
| ferentiate India’s pow- 
erful women in busi- 
ness from their coun- 
terparts in the West: 


They’re as driven, if not more; 
they lead from the front; and they 
enjoy their day in the sun. But if 
there’s one visible feature that sets 
Indian professionals apart, it’s their 
utter disregard for the business 
suit. No blazers, or skirts with co- 
ordinated jackets, or grey-and- 


black-tweed suits for them. They’re 
at home—or should that be at off- 
ice—in exquisite saris and salwar 
kameezes, doubtless of the designer 
variety. The Indian business- 
woman’s preference for the home- 
hemmed was amply on display at 
the Business Today bash to honour 
the 25 Most Powerful Women in 
Indian Business on October 1 in 
Mumbai. To honour the women 
were present Aroon Purie, 
Editor-in-Chief of the India 


NM | have a suggestion fo! 
— j Business Today. Can we stop 
Dove Î having (a list of) 25 most 
IE powerful women, and just have 
ጊቢ WS BE 25 powerful businesspersons? 
| assure you that in the first 25 
you may not find 12 women 
but give us some time and you 
will probably see 20 womer 
among them. 


CEO JP Mor in if 


A woman in rural Rajasthat 
when asked what she does 

in her free time, said free time 
is when she works. If that : 
what work is about (earning 
and contributing to the family s 
welfare), | think it is about 
that, and has certainly bee! 
that about me, it was anc 

is my identity. 


Country Hea 





JYWYD LNVMIHSIN ANV INVASOD LIHOVMN INVASOD HS3NWN Aq SHdVNDOOLOHd 


Today Group (of which Business 
Today is a part); and Shelly Lazarus, 
outgoing Chairman & CEO, Ogilvy 
& Mather Worldwide. That 
Lazarus was present to honour 
India’s finest female minds is sig- 
nificant because the Ogilvy veteran 
of 35 years has been on Fortune 
magazine’s list of 500 Most Powerful 
Women in Business ever since the 
American magazine conceived the 
rankings in 1998. 

Purie underscored the need to 
celebrate the success of women and 
appreciate their achievements. “I 
have always wondered why, even 
though women start their careers 


These are good times... foi 
people in business who do no 
conform to the traditional 
mould, because, | think, the 
corporate world 15... more 
welcoming of diversity (than) 
it was ever before... therefore 
women can decide what thell 
destination of success Is, how 
to get there, and to get there 
by being themselves. 


Managemen 





Moisturises even the driest of tips. 
The sun and pollution dry your hair. Presenting Dove Dry | 
with moisturising milk. For soft, smooth, damage-free hair 
that’s irresistible to touch. 


wa Dove 


Haircare 
onditionars | Treatm 





bt event 


with the same level of intelligence, 
education and commitment as men, 
relatively few of them reach the 
top echelons. This event and the 
special issue of Business Today 
shows that things are changing for 
the better,” he said. 

But even though the special issue 
of Business Today has become a 
reference point for charting the rise 
of Indian women in the last five 
years, the magazine didn’t have a 
clear picture of the road ahead 
when it first thought of recognising 
the success of women in business 
through a regular annual issue and 
an event in 2003. “We weren’t sure 
how far we could go with this ini- 
tiative after the first year. As we 
approached the second year, we 
wondered if we would end up re- 
peating the same names as in the list 
of 2003,” he said. 

But as BT discovered to its sur- 
prise, there was no dearth of 
women who were making a mark in 
diverse fields. “Not only was 25-30 
per cent on the list of 25 that we 
prepared new, we also discovered 
some amazing stories of successes 
outside the traditional definition of 
corporate India,” Purie said. 

Paying a tribute to successful 
women, Purie noted that the les- 
sons learnt from them are valu- 
able to people across genders, 
ages, geographies and professions 
and are especially instructive for 
dealing with the modern-day 
workplace challenges. Besides, 
women have unique solutions for 
challenges, like maintaining a 
work-life balance, blending am- 
bition with pragmatism, multi- 
tasking successfully and consid- 
ering personal and professional 
growth as two sides of the same 
coin. “These somewhat overlap- 
ping challenges are also the key 
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“You Can't Ignore Half the Talent Pool" 


HELLY LAZARUS, CHAIRMAN 

and CEO, Ogilvy & Mather 
Worldwide, Chief Guest 

at Business Today’s Most 
Powerful Women Awards cere- 
mony, has been featured in 
Fortune magazine’s power lists 
a number of times. In her 
keynote speech, she exhorted the 
winners to help inspire the next 
generation of leaders. Excerpts: 
The accomplished women 
we honour tonight, and others 
like them, are proof that not 
only are more and more women 
working in business and gov- 
ernment, they’re seizing leader- 
ship positions. One thing we 
can probably agree on is that 
women who are afforded the 
opportunity to lead, exceed most 
of everyone’s expectations, in- 
cluding their own. I believe that 
we are all the products of our 
own expectations. When the 
world portrays us in a certain 
way, we tend to see ourselves as 


pictured, accept it, and expect it. 


And that is why tonight I 
applaud Business Today’s hon- 
ourees for their achievements. 
We must all thank them for 
their fortitude, wisdom and the 
example they set. We admire 
these women. They inspire us. 
We applaud their talent and 
what they have achieved. We 
want to be them. We want to 
join them. They change the ex- 
pectations of the women of the 
next generation. And that moves 
the world forward. 

So, 1 encourage all leaders 
in the crowd tonight to extend 
their hands to those who haven’t 
quite figured it out yet. Share 
your experiences, tell your sto- 
ries. Help inspire the next gen- 
eration of women leaders. 
Sometimes even a short conver- 
sation can transform a life. 

The world can hardly afford 
to ignore half the talent pool. 
We need women. We need 
women to be successful. We 
need women to lead. Onward. 


Women who are afforded the opportunity to lead, exceed almost 
everyone's expectations, including their own 


Shelly Lazarus, Chairman and CEO, Ogilvy & Mather Worldwide 
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Clearly, | have experienced 
through my own journey of 
work (and recognition) that 
more and more women are 
getting encouraged to really 
reach out to the top and exploit 
their own fullest potential with- 
out any inhibition arising from 
within themselves. And, also, 
they are able to demand more 
support from their families. 


Renuka Ramnath, MD, ICICI Venture 








With power comes a lot of 
responsibility. And what's 
power? | is the ability to 
influence change and act as 
change agents, to role-model 
the right behaviour. And in 
these turbulent times in the 
financial sector, at least, it 
(power) also tells us to say 
no to wrong behaviour. 


Shikha Sharma, MD, ICICI Prudential Life 








There have been many difficult 
moments in my career when | 
have felt that may be | should 
give all this up. All this juggling 
act—of trying to be super-mom 
and super-wife—ust isn't worth 
it. | have had guilt pangs leaving 
an unwell son at home and going 
to work, because | had to. And 
it’s recognition like these that 


makes those moments worthwhile. 


Leena Nair, Executive Director, HUL 


essentials of modern leadership," 
he observed. 

But the evening belonged to 
Lazarus, who had the audience 
captivated with her wit and 
insight. Having taken the plunge 
into advertising way back in the 
'60s, Lazarus illustrated how 
women have evolved over the 
years from invisible facilitators (as 
passive stenographers and secre- 
taries) into glorious, effortless and 
often game-changing decision- 
makers. “I needed a job to get 
married... and I didn't want 
to have to type, so I thought an 
MBA might be a handy way to 
avoid the typing pool," she said of 
her decision to join Columbia 
Business School. About women 
leaders, she said, one particular 
quality of them is that they are 
extraordinary team builders. 
*Female leaders know that lead- 
ership is not a solo act." 

The stage was perfect for the 
stars of the evening themselves to 
take centre stage. Kalpana 
Morparia, CEO, JP Morgan India, 
suggested that women were capable 
of making their mark even in a list 
of 25 powerful businesspersons. 
*In the first 25, you may not find 
12 women, but give us some time 
and you will probably see 20 
women among them," she added. 
Renuka Ramnath, Managing 
Director and CEO, ICICI Venture, 
acknowledged that the Br awards 
had led to a revolution in women 
aspiring to get to the top. But she 
admitted to feeling awkward when 
she was nominated for the first 
time. “I must confess 1 was very 
embarrassed to come here 
accept the award,” she said. 

One couldn’t help but notice 
that of the 10 women who att- 
ended the show, six were from the 
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What gets me to the podium 

is really the company that] - 
represent and work for. | 
Recognition in business does 
not come without working. | 
Therefore, this award is meant - 
for my organisation. Itis for . 
the opportunity it has given 

me to lead the team that’s ጋ 
building the business. | 


Ashu Suyash, MD & Country Head, 
Fidelity International 








field of financial services (of the 
25, nine are from this sector). This 
prompted Sam Balsara, Chairman 
& Managing Director, Madison 
Communications, to quip: “BT has 
a strong weakness for financial pro- 
fessionals.” Well, we all know what 
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The one question that | enjoyed - 
answering (B7) most was: | 
What is it that makes you tick? - 
And when | thought about it 
deeply, | realised that all 

through my life | have followed - 
a very simple philosophy, which - 
is that if you love the work you 
do, and if you love your home 
and the man that you marry, 
nothing can stop you. 


Madhabi Puri-Buch, Executive Director, 
ICICI Bank 


When | started a crusade... 
against chronic diseases, | was ` 
convinced no one person could - 
make a difference alone. But! — 
was pleased (to see) massive | 
participation by NGOs and women 
in rural areas. | then realised: 

you can make a difference. 


Swati Piramal, Director, 
Piramal Healthcare 


happened on Wall Street. But then, 
as somebody said that evening: “If 
a few of these good women were 
calling the shots at those troubled 
banks, perhaps we wouldn’t have 
had such a crisis in the first place.” 

The ceremony ended with 





| think | speak for all of us 
when | say the only enemy is 
time, and that none of us could 
have done without the support 
of family and friends. And | 
think as | come to these func- 
tions what | go back thinking is: 


- have | done enough to nurture 


an environment that can bring 
up and empower women? 

And | think it’s the sense of 
excitement almost everyday, 
the ‘wanting-ness’ to go to the 
Office, the ‘wanting-ness’ to 
make a difference and to make 
sure that somehow, somewhere 
there are at least a bunch of 
women that you have actually 
made a difference to. 


Zia Mody, Senior Partner, AZB & Partners 


Aseem Kapur, Publishing Director of 
Business Today, thanking the guests 
and the sponsors, including New 
Dove Haircare, presenting spon- 
sor; ITC Grand Central Mumbai, 
hospitality partner; and Kaya Skin 
Clinic, associate sponsor. I 
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ACUMEN 2008—WEST ZONE 


How the West Was Won 


The Western round of BT's Annual Acumen Quiz and Debate 
contest set pulses racing in Mumbai. T.v. MAHALINGAM 


OMPETITION FOR THE FINAL 
9 spots of Business Today’s 

annual business quiz and 
debates for B-schools heated up as 
the show entered its western zone 
leg. At the jam-packed auditorium 
of Welingkar Institute of 
Management Development & 
Research, some of the best B-school 
brains from Western India (schools 
like Jamnalal Bajaj Institute of 
Management Studies, Indian 
Institute of Management 
Ahmedabad, Narsee Monjee 
Institute of Management Studies) 
engaged in some riveting cerebral 
warfare on October 4. 
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Hosted by Harsha Bhogle, the 
competitors were judged by Ajay 
Kakar, Chief Marketing Officer 
(Financial Services), Aditya Birla 
Group; Brian Carvalho, Managing 
Editor, Business Today; and Nandini 
Dias, Chief Operating Officer, 
Lodestar Universal. The event 
kicked off with the western zone 
semifinal debate. The topic “Is 
Indian industry globalised enough, 
or are we still happy to be big fish in 
the India pond?” 

“Considering the fact that IT 
exports have improved the coun- 
try’s balance of payments situa- 
tion and that the Tata Ace is mak- 





QUSS Ja. 


» 


l'ACUMEN ر‎ 





ing Stroke: Harsha Bhogle hosts the BT Acumen Quiz Show. Some of West Zone's best | 
hools rr ma de it tothe exciting western finals — 





ing inroads in African markets and 
a bike like Pulsar sells in Indonesia, 
it's very clear that Indian compa- 
nies are making their mark on the 
global stage," started off Shipra 
Bhalla, a student from SP Jain 
Institute of Management, who 
spoke for the motion. 

Speaking against the motion, 
Sonia from Jamnalal Bajaj Institute 
of Management Studies made an 
interesting point: “Just enter the 
name of any large Indian company 
on Google and a spell-check error 
will turn up. Try that with the name 
of a Japanese company and you 
will see the difference." 


PHOTOGRAPHS BY RACHIT GOSWAMI 


Akeni Quiz ድ Rajaram Santhanam (IFT) and | 


. Suresh Kumar (IM Calcutta) 


Given the rather technical nat- 
ure of the next topic “Are high 
interest rates causing or curbing 
inflation?”, the debate competition 
took a rather interesting turn. As 
the confidence levels of the par- 
ticipants dropped just a wee bit, 
technical jargon flew thick and fast. 
The audience struggled to stay 
clued in, the decibel levels of the 
participants from IIM-A and K] 
Somaiya Institute of Management 
Studies & Research rose to a 
crescendo. That prompted Harsha 
Bhogle to come up with the 
quip of the day to one of the 
participants: “Did somebody 
ever tell you that you are a 
great hedge against a power 
cut?” In the end, participants 
from IIM-A (powered by some 
sound vocal cords and lots 
of energy), SP Jain Institute 
of Management (measured, 
well poised arguments), 
made it to the next round. 

It was time for what 
wrestling promoters call the 
showstopper—the main 
event, the quiz. Four insti- 
tutes had made it to the west- 
ern zone finals—Symbiosis 
Centre for Management 
& Human Resources 
Development (SCMHRD), 
Narsee Monjee Institute of 
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| ` B-school د‎ setia share a lighter 
. moment during the quiz 


Management Studies (NMIMS), 
Symbiosis Institute of Business 
Management (SIBM) and SP Jain 
Institute of Management. Questions 
like “which is the only modern 
wonder of the world to have a 
Starbucks outlet in it?” were 
answered in a jiffy. The answer: 
The Great Wall of China. 

Or what’s the flying kangaroo? 
Answer: Australian airline Qantas. 
NMIMS, after a lukewarm start, 
caught up big time in the “pictorial” 
round of the quiz. By Round 3, it 





Debate winners: Rishiv በሞ and ገፍ Bhalla 
from SP Jain Institute of Management E 


was almost a two-horse race 
between NMIMS (Shantesh Akerkar 
and Tarun Shetty) and 51831 (Tarun 
Aggarwal and Devesh Saboo). In 
the end, Symbiosis kept its 
its slender lead and emerged as the 
winners of the western zone quiz 
finals. Sterner tests await them 
national finals. 

It was time for the B-school 
debate finals. And the topic, a rather 
intricate one, was—Who’s important 
for a company: The stakeholders 
or shareholders? Shipra Bhalla of 
SP Jain, throwing her | 
stakeholders started off her 
argument on a rather strong 
and controversial wicket, 

Tata did not please all its 
shareholders and lost Rs 500 
crore in the process." 

IIM-A, sticking to bom 
bastic style of oratory, 
argued thus: “It’s on the 
shoulders of the shareholders 


cool, 


n the 


it with 


that a company stands." After 
a nearly half an hour of lively 
questioning and debating, SP 
Jain Institute of Management 
made it to the next round. 
Considering the animated 


and lively nature of debate in 
the preliminary rounds and 
the zonal levels, the 
promises to be a treat for all 
quizzers and debaters. ፪፪ 
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In August Company 


IT IS AN HONOUR FROM HIS ALMA MATER, BUT ANAND 
MAHINDRA, 53, Vice-Chairman & Managing Director of 
Mahindra & Mahindra, calls it *a recognition of the India 
growth story, and of Indian entrepreneurialism in gen- 
eral". A Harvard Business School (HBs) graduate (Class of 
1981), Mahindra was recently a recipient of the 2008 HBs 
Alumni Achievement Award for leadership. Mahindra 
had an impressive list of business leaders for company: 
John Doerr, Partner, Kleiner Perkins, Caufield & Byers; 
Jeffrey Immelt, Chairman & CEO, General Electric 
Company; Meg Whitman, National Co-Chair for 
McCain 2008 and former CEO of eBay; and James 
Wolfensohn, Wolfensohn & Co. LLC. On life in HBS, 
Mahindra says: “HBS was the perfect training ground in 
two significant ways—first, it taught you humility because 
you had to compete in a classroom with 90 of the 
brightest young minds from the world of business. And 
secondly, the three case studies per night schedule, was 
unrivalled in its ability to build a capacity for very hard 
work." After two gruelling years of that routine, the real 
world seemed like a vacation, he quips. Little wonder 
then, Mahindra has single-handedly, over the years, 
changed the company profile from a jeep and tractor pro- 
ducing firm to a multinational with utility and multi- 
utility vehicles as well as passenger cars. 
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Man of Gold? 


INDIAN-AMERICAN NEEL KASHKARI, 35, IS ABOUT TO 
become one of the most powerful men in the 
world. us Treasury Secretary Henry Paulson has 
elevated Kashkari, his Senior Advisor and a 
former Goldman Sachs banker, to head the 
$700-billion rescue effort for financial institu- 
tions. Critics are slamming the Us administration 
on the selection for "putting the fox in charge 
of the henhouse." While heavy metal lyrics of 
bands such as AC/DC dot his high school year- 
book, it remains to be seen if Kashkari’s hands 
are really made of gold. 


Goodbye, Politics 


WHEN THIS POWER MINISTER IN ATAL BIHARI 
Vajpayee's Cabinet was asked to resign in 
2002, the reason was unusual. SURESH PRABHU, 
55, was seen as too honest to hold high office. 
The Shiv Sena MP has now decided to bid 
adieu to politics. “It is not a sudden decision. 
I have been thinking about it for some time,” 
Prabhu told Br in Chennai at an award func- 
tion. Though mum’s the word on future plans, 
the upright CA might resume the practice he 
gave up for politics in 1996. 
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A Japanese Odyssey 


HE IS THE FIRST PERSON TO GET INTO "T. ROM THE DESERT 
town of Barmer in Rajasthan, but SANJEEV SINHA, 35, 08 

has the Land of the Rising Sun as his oyster. He is the ` 
Founder-President of the 300-member strong IIT Alumni | 
Association in Japan. Sinha, former Director, New Business 


Group, UBS Investment Bank, Japan, this year founded a — . the 2008 Ernst & You 
firm—Sun and Sands Advisors—to provide consultancy preneur of the Year spe 

for cross-border businesses between India and Japan. “Indo- - for the London region. 5] 
Japanese relations have not picked up in the last few years — to BT from London, he 
though there is a lot of potential," he laments. To draw on "eR great feeling to have w 

that potential, Sinha is putting together a project with E our and more so, beca 
funding and technology from Japan for new hospitals in Indian." With a global turi 
India. *With a bit of Japanese language, India can be ideal 1 £150 million, Vitabiotics sel 
destination for Japanese patients," he says. Ge DES products across 100 « | 


What’s the usp of his 
business? “Scientific H 

he says promptly. Lalvan 
reading, photography and, of 
cooking. His latest vent 
Indian restaurant, Indali | 
50 Baker Street, dedicated 
art of healthy Indian dining 
idea is to deliver healthy 
some culinary delight bursti 
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AGE: 36 | 
PROFESSION: Cricketer 








ቴ iPhone3G 


SOUMITRA GHOSH 
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Now available Lessons for Corporate Leaders 


F SOURAV GANGULY'S CAPTAINCY HAD TO BE JUDGED ON HOW HE APPEARED ON A CRICKET 
field, the words, which most accurately describe him, would probably be late, 
ልዘ | dishevelled and overwrought. What he looked like on the outside, however, cannot 
describe how and why he became India’s most successful captain. 
His skills lay in his instinctive grasp of the one critical area that separate good captains 
from those who struggle in the job—man management. Ganguly largely led by instinct. 
His greatest asset as a captain was to ensure that players, particularly the younger 
ones, took to the field confident about their game and secure about their position. To rook- 
| les, being assured of enough chances to show that they belonged to the highest level was 
| both unusual and empowering. 

A good judge of talent, Ganguly backed cricketers on a single criteria: their ability to win 
matches. Technical unorthodoxy, personality quirks and bad-boy behaviour were all 
disregarded if he believed a player had the X-factor needed to win matches. He could be 
frustratingly stubborn when it came to backing his hunches, but he was rarely wrong. 

He sought counsel from senior players around him, but usually always did the oppo- 











MBs now shone lc here. | site. It was an annoying habit and he was often proved wrong but the unequivocal message 

Widescreen iPod, Internet, | it sent out was that he was his own man and that he ran the team. He was an unconven- 

and phone. ae one super tional captain, whose young players took great liberties with him but played for him. The 
fast 3G device. 


Indians under Ganguly were a tight unit through victory and defeat. Combative, they 
absorbed punches but always bounced back. 

Where Ganguly slipped as a leader was when he went against the tenet his team lived 
by—to play for each other and to keep fighting together. His form had begun to fray in 2004, 
and after he controversially skipped the Nagpur Test against Australia in 2004, he lost the 
confidence of his own players. When they found him unable to do what he asked of them, 
his time as the leader ran out. But now, as he plays his last series for India, he can take pride 
for changing forever the way Team India plays its cricket. 
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ل مس سويد لد حي 


From The Editor 


OU STEP INTO YOUR NEIGHBOURHOOD SHOP TO BUY 

your weekly loaf of bread, say Modern Bread. 

The shop owner tells you about a new Britannia 
bread that, he claims, is better and worth trying. He even 
offers to take back the open pack of the bread if you 
didn’t like it. You decide to try it out. 

All these days that you had been routinely picking up 
Modern Bread, you were exposed to a simple “sales” act- 
ivity. In agreeing to try—and possibly switch to—a new 
brand, you also experienced “marketing”. This rather sim- 
plistic explanation of the difference between sales and 
marketing lies at the heart of the corporate world’s 
biggest and most interesting battles—battles that decide 
the fortunes of companies and influence the purchasing 
patterns of consumers. That’s why, starting 2004, 
Business Today has been profiling some of India’s most 
successful and instructive marketing initiatives every 
year. This year, we decided to expand and deepen the exe- 
rcise and present it as our cover story. Between pages 66 
and 98, you will find stories of a company daring to take 
on video piracy, an iconic soft drink brand’s strategy to 
capture market share, an indi- 
vidual redefining how cricket is 
marketed and played and a 
politician marketing his state 
brilliantly to counterbalance his 
discomforting political legacy. 

As you go over these fasci- ፲፪ India’s 
nating stories, keep two things in LE | 
mind. Business Today’s list is not Marketers 
the exhaustive and final list of all | 
good marketers. And not every የ11 
successful marketing strategy m 
leads to financial success—though most eventually should 
and do result in financial gains. Neither of these two con- 
ditions takes anything away from the relevance of our 11 
case studies. In fact, their relevance is enhanced in times 
such as these when marketing challenges are going to get 
tougher, courtesy the still-raging global financial crisis. 

The crisis continues to churn economies around the 
globe. It’s time now to estimate where this ever-chang- 
ing economic landscape is likely to take us in the coming 
months. Five leading players from corporate India answer 
precisely this question (Meltdown Impact, page 101). 
Also, don’t miss our stories on the great Fil exit (page 126) 
and the soundness of Indian financial institutions. 

In our Reporter's Diary section, we present a feature 
that is every marketing genius's challenge (Losing Steam 
page 178). The story is about a business that is teeming 
with customers and yet, running into staggering losses. 
In fact, its sales are less than 5 per cent of its expenses. 
Maybe lessons from our cover story can turn around this 
100-year-old business located in one of the most pic- 
turesque places in the country. 
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Hitting the Skids 
HITTING THE BRAKES? (BT, NOVEM- 
ber 2) was a timely, if rude, remin- 
der that the present is not the best 
of times for job seekers in India. 
We need not look far and wide to 
discover that employment has run 
into rough weather after having 
hit a purple patch for five years 
on the trot. Even forward-look- 
ing sectors like IT, real estate and 
infrastructure are going slow on 
fresh hiring, while reports con- 
cerning lay-offs and retrenchment 
in several industries are becoming 
disturbingly commonplace. Today, 
even bellwether companies are 
not above lay-offs, benching 
employees and shedding temps. 
Recently, a blue chip rr company 
issued pink slips to hundreds of 
its employees. The same story 15 
being repeated elsewhere as com- 
panies focus more on boosting pro- 
ductivity than bulge their payrolls. 
ASHOK JAYARAM, through e-mail 


A Cushion to Job Loss 

THE BI-TEAMLEASE SURVEY HITTING 
the Brakes? (Br, November 2) is an 
eye-opener for many of us who are 
under the impression that the global 
recession will not hit India directly. 
The slowdown in hiring and a 
slump in business sentiment are 
now a hard reality staring us in the 


10 BUSINESS TODAY NOVEMBER 16 2008 


| 
Time to Grow Up and Learn | 
THE MESSAGE IN YOUR COVER PACKAGE | 
Crunch Time (Br, November 2) comes | 
out loud and clear. Though financial | 
booms and busts have played them- | 
selves out time and again, investors ref- | 
use to learn the right lessons and keep | 
looking for alternatives. Their greed | 
takes them to new markets and busi- | 
nesses from which they hope to aug- | 
ment their returns. When investment | 
opportunities dry up and markets falter, | 
they take a hit but start looking for | 
fresh pastures to put their money into. | 
ROSHAN KUMAR AGRAWAL, through e-mail | 

| 
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face. Notwithstanding the asser- 
tions of the Centre that India is ins- 
ulated from the onslaught of the 
financial crisis, key growth sectors 
like rr, retail, FMCG and financial 
services are likely to be hit hard. 
However, the silver lining is that 
we may still come out of this crisis 
relatively unscathed if the govern- 
ment acts decisively to restore peo- 
ple's faith in the banking system 
and reduces lending rates further 
to prop up demand. This will help 
boost liquidity and create jobs. 

8, RAJASEKARAN, through e-mail 


Business-savvy State 

GUJARAT CHIEF MINISTER NARENDRA 
Modi has shown again what it takes 
to draw in business (Modi Hosts 
India Inc; Br November 2). Unlike 
other state leaders, Modi is un- 
abashedly pro-business and has 
played the part of a business facili- 
tator to perfection. Just look at how 
fast and decisively he acted to rope in 
Tata's Nano project to GuJarat. On 
their part, Gujaratis themselves have 
left no stone unturned in turning 
Gujarat into a favourite business des- 
tination. The biggest testimony to 
Gujarat’s entrepreneurial spirit is 
that Ahmedabad was ranked #1 in 
Business Today's survey of Best Cities 
to Do Business in 2007. Also, 
Gujaratis are known for their sharp 








business acumen and entrepreneur- 
ial drive, and have proved them- 
selves successful all over the world. 

MAHESH KAPASI, through e-mail 


Big on Media Ventures 
UTV PRODUCTION (BT, NOVEMBER 2) 
presented an interesting account of 
how [ባሃ has evolved into a pre- 
mier media company in recent times. 
The media space has been growing 
fast and the entry of big players like 
Reliance’s Big Tv and Viacom surely 
attests to the lure of this booming 
sector. But new entrants, even with 
deep pockets, will have to slug it 
out to become successful. Like UTV, 
new entrants to the media business 
will have to unleash their marketing 
prowess to the hilt and explore opp- 
ortunities for smart alliances to gain 
international exposure. 

SHAILESH MATHUR, through e-mail 


Correction 

In the story The Chinese Invasion 
(Br, October 19), the photograph of 
R.S Sharma, Chairman & Mb, 
ONGC, was erroneously carried 
alongside a quote attributed to 
NTPC Chairman & MD, R.S Sharma. 
The error is regretted. 
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bt editorial 


Nuanced Argument RIP 


“I may not agree with what you say, but I'll defend 
to my last breath your right to say it” 
Francois-Marie Arouet, aka Voltaire 


live in, compartmentalisation of individuals 

and their views into watertight silos has be- 
come the norm. Recall us President George W. 
Bush’s statement of being “with us or against us” in 
response to the 9/11 attacks when he sought global 
support for his unilateral actions in Iraq and 
Afghanistan—well, he wasn’t the first off the blocks. 
Closer home, late Prime Minister Indira Gandhi set the 
tone with her “my way or the 
highway” approach, brooking 
no opposition to her dictatorial 
tendencies that manifested itself 
in the declaration of the 
Emergency in 1975. 

The liberalisation of the 
economy brought with it a 
fresh wave of thinking—one 
that was unfettered by historic 
baggage. That, however, 
proved to be a flash in the pan 
as one now risks being bran- 
ded by ideology, or, rather, 
by the lack of it. So, being a 
communist implies a deep- 
rooted suspicion of anything 
that originates in the Us— 
maybe things wouldn't be so 
bad for them if they only 
added two more alphabets, s 
and R, to the abbreviation. 
The nuclear deal is bad for 
the country only because it's with the Us. The current 
global financial crisis, as our communist friends 
gleefully point out, signals the death of capitalism. 
Counter that argument that it's not capitalism that is 
dead but a diseased clone of it, which is being given 
the final farewell, and you are just a twitch short of 
being branded an enemy of the people. 

The communists, though, do have illustrious com- 
pany—regional chauvinism as manifested by the 
hoodlums let loose by Raj Thackeray, who is des- 
perately searching for a political base as elections 
loom large. Interestingly, he's gone a step ahead of 
Bush—you can only be with him in his Marathi 
Manoos campaign. Going against him means risk to 
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The nuanced argument, so important for 
rational discourse, has died out, at least in 
the public domain, and its place has been 

taken by doctrinaire and politically- 

motivated positions. 


life and limb. Surprisingly, Thackeray Junior appears 
to have found support from expatriate Maharashtrians 
in the Us—who would be well advised to remember 
that they, too, are living in somebody else's land and 
could face the wrath of Americans staring at possible 
job losses. That Maharashtrians residing elsewhere 
in the country could end up paying for Thackeray's in- 
discretions is an argument lost on the MNS Chief, 
who equates a shrill voice with political bravado. 

Then, of course, there's the whole secularism- 
versus-terrorism debate, where defending members of 
a particular minority *implies" support to terrorist el- 
ements while contemplating the thought that a few 
members of that community 
could be involved in bloody 
crimes will get you instant grati- 
fication from the fascist brigade, 
and opprobrium from the “sec- 
ular-liberals". Defend your reli- 
gious beliefs and the “liberals” 
will once again pounce on you, 
labelling you orthodox and ultra- 
radical. Criticise or debate on 
them, and you'll get a religious 
edict issued against you. 

For a nation that prides itself 
on being the largest democ- 
racy—just by the sheer num- 
bers inhabiting our square 
footage—we certainly deserve 
the epithet of a faux democ- 
racy, and not just because lead- 
ers here are nominated on the 
basis of their loyalty rather than 
their electoral popularity. 
Opposition to dearly-held beliefs 
is simply not tolerated, and verbose arguments are dis- 
pensed with in favour of physical ones. 

As a nation that regularly stakes claim to being the 
leading light of the infant century that we are living 
in, it will, perhaps, be better to drill into our collec- 
tive psyche that disagreements do not necessarily 
imply mortal enmity. The nuanced argument, so 
important for rational discourse, has died out, at 
least in the public domain, and its place has been 
taken by doctrinaire and politically-motivated posi- 
tions. Voltaire's thoughts, penned three centuries 
ago, hold as much promise and hope today as they 
did in his lifetime. Heeding them might just prevent 
us from turning into a nation of caricatures. 
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Suman Kumar Jha 

(DBA Participant Year 2008) 

General Manager & Head Corporate- 
Transworld Group of Companies 


The programme is application oriented. 

Courses are delivered in workshop format 
wherein issues brought by the participants 
take the central point of discussion. 
Faculty members have rich, global 
experience. They bring in first hand 
experiences of their work and make the 
subject more relevant and interesting. 
DBA has multi-disciplinary approach to 
management research which is more 
relevantin today's biz context وو‎ 





Shrinivas Patil 
(DBA Participant Year 2008) 
Vice President- IT- Teletech India 


éé DBA at Pearl School of Business is a 
unique concept in India. The programme 
brilliantly combines management theories 
with practical business experiences 
brought by the participants to the class. 
Classes are conducted by subject 
specialists in workshop format. The 
programme provides a friendly 
environment to interact with the faculty 
and fellow students. As an information 
professional, | have found the programme 
extremely useful. | firmly believe that PSB 
DBA programme is at par with the similar 
programmes at leading universities 
across the globe وو‎ 


YOUR MIND 


D Pearl School of Business 


" ASIAN INSTITUTE OF TECHNOLOGY 





Invites Application for Second Batch of Doctoral Programme - 2009 


DBA 


(Doctor of Business Administration for Executives) 
Foundation For Building Intellectual Capital 





PSB is a Premier 
B- School with 
Premier Faculty drawn 
from IIMs and other 
reputed institutes 








Murali Kailasam 
(DBA Participant Year 2008) 
CEO, lllume-Tech Solutions & Services 


Eb This is an excellent programme and | 
am proud to be associated with this elite 
group of both the faculty and students. 
The faculty members that we have are all 
with global standings and well renowned 
and eminent professors. They bring in 
years ofrich experience to the class. This 
whole DBA journey till today has been 
very energizing, motivating and above 
all, a good learning experience. | keep 
looking forward for my classes 5 


THE PSB-AIT DBA ADVANTAGES 
*Aholistic, integrative approach to management research * Highly qualified and 
experienced international faculty Integrated in-class and on-line learning 
* Excellent on-line library facilities of AIT and PSB ٠ Flexible timings for course work 
during weekends * Applied Research supervised by a team of faculty and industry 
experts ٠ DBAdegree awarded by Asian Institute of Technology (AIT), Thailand 


Pearl School of Business 


E DBA PROGRAMME FACULTY 


1, M. Pandey 

Director, PSB 

Former Professor & Dean, IIM, Ahmedabad 
Corporate Finance, Venture Capital, 
Research Method 


Jagdeep S. Chhokar 

Distinguished Professor, PSB 

Former Professor & Dean, IIM, Ahmedabad 
Organization Behaviour, Leadership 


Ashutosh Bhupatkar 

Professor, PSB 

Former Professor & Director, IMDR, Pune 
Management, Organization Studies 


S. Ramnarayan 

Professor ISB, Hyderabad 

Former Professor, IIM, Ahmedabad 
Organization Behaviour 


S. Manikutty 
Professor, IIM, Ahmedabad 
Strategic Management 


M. Janakiraman 
Professor, PSB 

Fellow, IIM, Ahmedabad 
Marketing 


Lalit M. Johri 

Director, Oxford Advanced Management 
Programme, Fellow in International Business, 
Oxford University, Professor, AIT, Thailand 
Competitive Marketing & Strategic Management 


Fredric W. Swierczek 

Associate Professor, AIT, Thailand 

Behavioural Science, Organizational Development, 
Cross-cultural Management 


Nazrul Islam 
Professor, AIT, Thailand 
Technology Management 


Sundar Venkatesh 

Associate Professor, AIT, Thailand 
Former Professor, IIM, Bangalore 
Management Control System 


Nicholas J. Dimmit 
Assistant Professor, AIT, Thailand 
Communication for Research 


Do Ba Khang 
Associate Professor, AIT, Thailand 
Quantitative Research 


Gour C Saha 

Associate Professor, PSB 

Former Faculty, Assumption University, Thailand 
Quantitative Research 


Last date of application: 24th November 2008 


46 Institutional Area, Sector 32, Gurgaon 122 001, Haryana, India Phone: +91-124-421 7500, dba@psbg.in, Website: www.psbg.in 
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Adopt Krugman 


The Nobel laureate’s trade theory can change 
India’s business paradigm. PUJA MEHRA 





Glocal Giants: Krugman’ S ; Nobel: -winning work provides the 
rationale for indian firms to go global on local strengths 


Y AIM WAS THAT I WOULD PRODUCE A CERTAIN VOLUME OF CARS 

| ١ : | and create a very low-cost, very low-break-even point plant that 
a young entrepreneur could buy. A bunch of entrepreneurs 

across the country could establish such assembly operations and Tata 
Motors would train their people, oversee their quality assurance and they 
would become satellite assembly operations for us. It would be satisfying 
if the small car created 10-15 satellite groups of young engineers who 
could get together and do a business. They would never otherwise be able 
to get into the assembly of cars," Ratan Tata had told a newspaper on 
January 10, 2008, describing his business plan for the Rs 1-lakh Nano. 
By design or default, Tata's business plan for the Rs 1-lakh car has 
made the Nano a perfect candidate for a Paul Krugman success story. The 
American economist and popular columnist won the Nobel Prize for 
Economics in 2008 for his trade theory, which explains trade bet- 
ween countries endowed with similar resources. It also explains trade in 
similar products. Trade between Italy and Germany, for instance, in 
Porsches and Ferraris, or between the Us and Canada in Bombardier 
planes and Boeings had remained unexplained until Krugman, 55, 


Trends 


INSTAN TIP 


The fortnight’s burning question. 





rection nine the real nme market. 


Maybe. ችማ Magazine, 
MD, CB Richard Ellis 

The real estate market has slowed 
down, but prices have not fallen 
in tandem with this. | think the 
overall market is undersupplied 
because of high interest rates and 
negative sentiment among devel- 
opers. But if demand doesn't 
catch up, developers will be 
forced to reduce prices. 


No. Kabul Chawla, MD, BPTP 
Real estate developers have 
already reduced prices of various 
projects across the country 
following a slump in demand. 
Consequently, their margins 
have been squeezed to around 
20-25 per cent, leaving little 
scope for any further reduction. 
There is still pent-up demand 
for new housing projects and | 
expect demand to pick up once 
interest rates fall. 

COMPILED BY MANU KAUSHIK 
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came out with his trade theory in 1979-80. The Nobel-winning work 
showed that producers make and export more and more of those 
products that have large home markets. That’s because spread over 
higher volumes, costs come down, raising cost competitiveness 
(economies of scale). 

Why is the Nano a potential Krugman success story? Because there 
are few markets in the world bigger than India for the Nano. Indians buy 
a million small cars a year. Tata Motors hopes to sell 500,000 Nanos a 
year by 2012. The cost of making a Nano, therefore, will progressively 
decline as Tata Motors sells more and more of the small car here. A point 
will then come, when the cost per car will have plunged sufficiently to 
make the Nano globally competitive (if it isn’t already). 

Of what use is Krugman’s work to Indian businesses? Indian companies 
can leverage the new markets 
emerging here to build new ind- 
ustries. For example, India’s imp- 
orts of power and telecom 
equipment total $40 billion 
(Rs 1,96,000 crore) a year. This 
large market can easily sustain 
indigenous production, but India 
has made it extremely difficult 
for the domestic industry to com- 
pete with foreign ones by with- 
drawing all protection. Says 
Nagesh Kumar, Director, 
Research and Information 
Systems, a trade think tank in the 
Capital: “Five years of protec- 
tion will enable Indian businesses 
build scale and competitiveness.” 
Ship-building and aerospace are 
other industries that can benefit 
from Krugman’s formula. 

Krugman’s next step was to 
show that lots of producers con- 
verge to locate their manufactur- 
ing units where there is a large 
market. By sharing infrastructure 
and overhead expenses, produc- 
ers located in a cluster can prune 
costs and raise competitiveness 
using the economies of scale. 

This can be handy in the context of the pressing skills crunch. 
Companies that are losing their trained manpower to poachers end up 
sinking the costs of training the lost workers. Companies can avoid 
such losses by jointly training pools of workers that they can all 
hire from. “Joint training of workers by companies can release posi- 
tive externalities for Indian business in line with Krugman’s teachings,” 
says Bibek Debroy, Professor, Centre for Policy Research & IMI. 
Agrees Biswajit Dhar, Head of the Centre of wro Studies, Indian 
Institute of Foreign Trade: “Small and medium enterprises must 
keep in mind that the cluster approach is very important for industrial 
development in Krugman approach.” 


NOBEL LESSONS 


Krugman’s Thesis: Producers leverage 
huge domestic market followed by export 
markets to progressively lower costs. 
Example from India: Tata Motors’ 
plans for the Nano. 


Krugman’s Thesis: Producers converge 
close to a large home market. 

Example from India: Exports of the 
Indian gems and jewellery industry grew 
23 per cent in 2007-08 over the previ- 
ous year, while India’s consumption Is 


growing at the rate of 25 per cent a year. 
More than 10,000 diamond units have 
converged in Surat, where 80 per cent of 
the diamonds processed in India are cut 
and polished. 


Krugman’s Thesis: Policymakers must 
nurture infant industries capable of 
building global scale by tapping the 
home and export markets. 

Example from India: Policy incentives 
to sectors such as power, telecom 
equipment and aerospace can help 
them become globally competitive. 
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። docket connection Pieces 
dia and New York City. We 
are now extending that bond by 
inviting all Indian leisure and busi- 
ess travellers to visit us in 2009 


and beyond. 


In the wake of the Wall Street crisis, 
how is NY Tourism looking? 


50 far, we have not seen any 


downturn in tourism. Hotels, bars, 
theatres and cultural institutions 
have also not seen any declines. 
How do you see the growth in NY 
Tourism industry? 

Tourism in New York is a $30- 
billion industry. In 2008, we are 
expecting to grow 2.8 per cent 
to 47.3 million visitors, up from 
46 million visitors in 2007. 


3211152 LNV3IHSIN 





SKYLINE BUSINESS SCHOOL 
SKYLINE SCHOOL OF COMMUNICATIONS 
SKYLINE INSTITUTE OF TRAVEL & TOURISM 


Established 1996 


Graduate to the new World 
— 








thenew world beckons! 


The world map has undergone a sea change this last decade. The trend continues and promises to be even more 
unfamiliar. The need tobe geared up for tomorrow is more than ever before. 

To be qualified, well informed, with confidence of speech, possess special knowledge in areas that require skilled 
and proficient manpower is the crying need of today. The need to be a step ahead and a step faster and surer. To 
understand the dynamics of change and come out a winner. 

At Skyline students are trained to equip themselves to take on the world and carve out their niche in tomorrow's 
world. 


Past Placements : 
Consultancies and KPO's e McKinsey & Co. e Evalueserve e Capital IQ e vAngelz e EXL e Price Waterhouse 


Coopers ٠ Alps Consultancy e Hero mindmine 

MNCs » Citibank e American Express e Discovery e YKK e Carrier Aircone Sharp e Maersk 
Banking & Insurance e Deutsche Bank e HDFC e Standard Chartered e ICICI Prudential e ABN AMRO 
e TATA AIG e Centurion Bank of Punjab e HSBC e Barclays e Axis 


Securities and Financial Services e IL & FS e Fortis Securities e Indiabulls e Unicon Securities e Religare 
Commodities e Citi Financials ٠ Anand Rathi and Associates e Kotak Securities e India infoline ቆ Mefcom 
Capital Markets Ltd. e Dawnay Day AV e ICICI Securities 

Media & Advertising ٠ Mudra Communications e Equus Advertising e Gray Worldwide + CNBC TV18 
e Hindustan Times e Bates Asia e Naukri.com e Lowe Lintas e Asian Age e Times of India 

Travel & Tourism e British Airways e Lufthansa e Kuoni e Singapore Airlines e United Airlines e Thomas 
Cook e Interglobe e Makemytrip.com e International Travel House e Jet Airways e eBookers e Amadeus 
e Gallileoe Discover the World Marketing e American Express TRS e Spicejet e Cox and Kings 
Technology and Telecom e HCL e Wipro e Microsoft e SPSS e Bharti Teletech e Amtier e Magnon Solutions 
e Reliance Infocomm e Bharti Telecom ٠ ADA Cellword 


E-Services e Naukri.com e Timesjobs.com e Indiatimes.com e Stracon Solutions e IBM Daksh 


For more information/prospectus, please call or visit: 


Delh Hauz Khas Enclave, New Delhi-110 016, T. 011-2686 4848, 2686 6968 & 2652 4399 
ee Call//SMSgMobile 9810005021 & 9810877385 or SMS Skyline to 56161 


122 Institutional Area, Sector-44, Gurgaon - 122 003 
Tel. Nos. 0124-6451402, 6451242, 6451418 Call/SMS@Mobile 9810877385 SKYLINE BUSINESS SCHOOL 
Campus 


E-mail : info@skylinecollege.com Online Chat/Web: www.skylinecollege.com 
For online Application Form log on to : www.skylinecollege.com | 12 years of Excellence | years of Excellence 
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Price No Bar! 


Handset manufacturers are launching Rs 30,000-plus handsets 
even as consumer demand weakens. Why? NIDHI SINGAL 


HEN THE APPLE IPHONE 3G 

16GB and the Nokia N96 
both appeared on the market wear- 
ing price tags of Rs 36,000 (app- 
rox.), no one could have predicted 
that in the following weeks, Samsung 
Mobile, Research in Motion (RIM, 
the makers of BlackBerry) and Sony 
Ericsson would also launch high- 
priced handsets, economic doom 
and gloom be damned! 

Sanjay Kapoor, Chief Marketing 
Officer, Airtel, admits that the price 
of the iPhone was not determined 
by Airtel: “As a service provider, we 
are simply providing the iPhone 
experience to our customers. The 
price of the phone has been fixed in 
tandem with Apple and there is no 
room for us to keep a profit mar- 
gin.” But handset manufacturers 
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believe that the prices of such hand- 
sets are fair. “At Nokia, the pricing 
of mobile devices is governed by the 
value that they deliver to con- 
sumers. And as far as the Nokia 
N96 is concerned, we believe this 
price is truly reflective of the great 
value we are delivering in terms 
of features, experiences and solu- 
tions that are packed in the device,” 
says Devinder Kishore, Director 
(Marketing), Nokia India. His 
view is echoed by RIM and 
Samsung Mobile. 

But with consumers holding 
onto their purse strings tighter than 
ever, and previous flagship models 
shedding their price tags within a 
few months, it could be a while 
before you see people roaming 
around with such devices. 


ا = 








26: The number of 
(operational) malls in Delhi 
compared to 22 in Mumbai 


$ 1 billion 
(Rs 4,900 crore): 
Exposure of Indian banks to 
five troubled institutions— 
Wachovia, Washington 
Mutual, AIG, Fortis and 
Lehman Brothers 










Retire with pr pri de. 
Live with self respect. 


Because by investing today in our Pension Plans, 
you can continue to be independent and lead life 
AP on your terms even after re 
; e Premium invested today can give you a monthly income 
post-retirement for lifetime 
e Avail tax benefit up to Rs. 33,990/- under Sec 80 CCC 





iire 
0 


< PENSION PLANS 


ችን. STANDARD LIFE 
Sar Utha Ke Jiyo 


Toll Free No:1800-227-227 = e-mail: life@hdfcinsurance.com = Visit us on: www.hdfcinsurance.com 


Pension Plans include HDFC Unit Linked Pension | (Form no: P501-49, UIN: 101L039V01), HDFC Unit Linked Pension Maximiser | (Form በዐ. P501-52, UIN 
Personal Pension Plan (Form No. SN 07, UIN: 101NO08V01). Unit Linked Plans are different from traditional Plans and are subject to — risk fact 
investment portfolio is:borne by the policyholder. For more details on product features, risk factors, terms and conditions please read sales brochure and consult Fina 
before taking a decision. Tax figures mentioned are indicative and subject to change. HDFC Standard Life Insurance Company Limited. Insurance is i 
solicitation. ARN MC/10/2008/449. 
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TOP OF MIND 


Aerion Business Jet 


What is it? It is a new business 
jet. 

So? There are so many busi- 
ness jets... Well, this one has 
an ace up its sleeve. It is 
Supersonic. 


What? | thought that died with 
the Concorde? Apparently not, 
this small start-up believes that 
the super-rich want a way to 
travel fast from points A to B. 


But, you can’t fly supersonic 
over land because of the 
boom, can you? Aerion claims to have developed a whole new “no boom” 
technology that will allow supersonic flight overland without the glass-break- 
ing sonic boom. 


How fast is it? Well, including stops, you should be able to get from 
Mumbai to New York in under 10 hours, compared to the 15 hours that a 
non-stop flight takes today. 


How much will it cost? The aircraft's manufacturers are targeting a base price 
of $80 million (Rs 392 crore), equivalent to a large business aircraft 
such as the Airbus ACJ or Boeing BBJ. 





KUSHAN MITRA 





Nokia’s New Toy 


What is it? Nokia’s 5800 XpressMusic Phone. 
15 it just another phone? Well, in a way yes. 


What's special about it? It is Nokia's first 
touch screen device. Yes, everyone has 
touch screen devices. Nokia is a bit late 
to the party because it took a while to 
get its touch screen technology right. 


Will it be better than the iPhone? By all 
indications it may not be, but Nokia 
does not plan to charge an arm and a leg 
for this device. 


So, what? Nokia’s rivals should be worried. 
Its overwhelming market share in India 
means that if it can crack the touch screen 

market here with devices such as the 5800, 
Steve Jobs will need to make another spiritual 
trip to India. 












KUSHAN MITRA 
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Nokia for Business 
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Slice the waters of 
Karwar. . ኑ š 


Admire the 
deep blues of 
Devbagh. 
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escape2karnataka.co 


Follow the sun in some of India's most exotic hideaway beaches in Karnataka. Ride the waves, 
explore hidden coves or just do nothing. Let the rhythm of the oceans calm your soul. 


dsurfing. Water scooters. Surfboarding. 


snorkeling, Sailing. Parasailing 












; One state. Many worlds 
www.karnatakatourism.org 





Master the winds 
and the sea 
at Mangalore. 


<, 


`] 


Day-dream 
at Marawanthe/Malpe. 






5 Spot Dolphins 
e at Kurumgad Island. 


Shri. B S Yeddyurappa Shri. G Janardhana Reddy 
Hon. Chief Minister, Hon. Minister for Tourism and 


Govt. of Karnataka. Infrastructure Development, 
Govt. of Karnataka. 
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D-WA ፻ CH A bird’s eye view of what's hot and what's not on the government's policy radar. 
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30 BUSINESS TODAY 


- «n Calling for Attention 


Critical policy issues have been hanging fire as Members of Parliament have staged walkouts more 
often than debated legislations. Here are a few Bills awaiting their attention. PUJA MEHRA 


Introduced on 


The State Bank of India (Amendment) Bill, 2006 

Serves the Purpose of: The Bill will enable the State Bank of India 
to raise funds for its expansion and also shore up its capital base. 
The Bill prescribes a minimum government stake of 

51 per cent in the bank against 55 per cent now. SBI needs 

Rs 25,000 crore to maintain a capital adequacy ratio of over 

12 per cent by 2013 and Rs 1,93,172 crore by 2013 

for its expansion needs. The Bill will let India's largest bank split 

its shares, undertake preferential or private placement of shares and 
issue bonus and preference shares. 


December 18, 
2006 


The Land Acquisition (Amendment) Bill, 2007 and the 
Rehabilitation and Resettlement Bill, 2007 

Serves the Purpose of: Both these Bills aim to avoid Singur-type 
fiascos, but have run into serious disagreements between different 
political interests. They propose that a state government can acquire up 
to 30 per cent of the land required for a private project if the promoter 
acquires the rest. The Standing Committee, however, wants states to be 
allowed to buy all the land needed for such projects. To ensure fair 
payments to land owners, the Standing Committee has recommended 
that the market value of land for such purposes be fixed at 

150 per cent of the highest registered sale in the last three years. 

The Bill also proposes allotment of equity shares in projects to people 
affected and displaced by them. 


December 6, | 
2006 


Limited Liability Partnership Bill, 2006 

Serves the Purpose of: The Bill will give a big push to firms 

of chartered accountants, lawyers and venture capitalists in 
growing to global scales—sectors where Indians are held back 
despite tremendous potential by outdated laws and rules. 

At present, partnership firms in these professions cannot have more 
than 20 members, but the Bill will scrap the cap, removing the 
barrier to expansion. More importantly, the Bill will end 

the unlimited liabilty that devolves upon every partner for acts 
committed by other partners and by the partnership as a whole. It will 
limit a partners liability to the extent of his investment in the firm. 


December 15, 
2006 


Companies Bill, 2008 

Serves the Purpose of: The Bill will replace the existing Companies Act, 
1956, which governs corporate affairs in India. The existing Act has 
more than 800 provisions that are no longer relevant. The new Bill will 
introduce far-reaching changes in the regulatory environment for the 
corporate sector, empower shareholders and limit the government's 

role in business. It will allow individuals to form and own One-person 
Companies, let shareholders cast votes at company AGMs through 
e-mails and permit directors to attend board meetings through 
video-conferencing. It will make insider trading a criminal offence. 


October 23, 
2008 
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Status 


Standing 
Committee 
Report 
received 


on 
August 30, 
2007 


Standing 
Committee 
Reports 
received 


on 
October 23, 
2008 


Standing 
Committee 
Report 
received 
on 
November 
27, 2007 


Just 
introduced 
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FDI 


WILL THE. 








Foreign direct investment (FDI) 
inflows are more durable 
compared to other forms of 
capital inflows. FDI to India 
picked up dramatically in the 
last two years, but is now 
threatened by the global 
uncertainty. SHALINI S. DAGAR 


TAX EFFICIENT 
JURISDICTIONS 
REMAIN IN FAVOUR 


Mauritius remains the leading 
route-of FDI flows into India due 
to the favourable tax treaty with 
this country. The surprise is 
Singapore's emergence as 
another attractive route for FD! 
following the Comprehensive 
Economic Cooperation 
Agreement. The US, the UK, the 
Netherlands, Japan and 
Germany are originating 
countries. Mumbai, Delhi, 
Bangalore, Chennai and the 
regions surrounding them 
remain the most attractive 
destinations in India. 












FOUR-FOLD IN 
TWO YEARS 


12,32 





April to July 


2000-01 2002-03 2004-05 2006-07 2007-08 2008-0 
FDI Inflows in $ million 


MAURITIUS 


30,182 


SINGAPORE 


) 


US 
9,477 





THE NETHERLANDS 
3,122 


Cumulative FDI inflows 
in $ million from April 
2000-July 2008 


RECENT ATTRACTIONS: HOUSING 
AND CONSTRUCTION 


1,602 






A large proportion of the 
pol 1,483 increase in flows has come 
1,315 in sectors that could be 
severely affected by the 
financial crisis—financial 
services, housing, real 
estate and construction 
activities (including 
infrastructure projects). 
Chances of FDI inflows 
abating, then, are fairly 
high. The $35-billion 
target for 2008-09 
now seems tentative. 
Services Construction — Housing and 
(Fin and Activities (Inc. — real estate 
non-fin) — roads & highways) 
mm April-july 2007-08 Aoril-luly 2008-09 - 
Fin a - 
4,664 
6,615 
ገ (Ine. roads & highways) 
- 1,143 : 
Housing and real ostate ” 466) 2007-08 


2,179 





GOING STRONG 

India's cache of net FDI inflows touched an unprecedented 

$24.57 billion during 2007-08, and the first quarter of the 

` current financial shows the same trend continuing. Till July 
this year, the inflews did not show signs of flagging in response 
to the ever-widening ripples of the US subprime crisis started 
more than a year ago. But expect a slowdown in the months 
to come. 


PLAYING IT RIGHT 

In the short term, FDI inflows may become sluggish, but over 
a longer horizon, the macroeconomic fundamentals will prevail. 
Policy actions can help as typically, capital flows (including 
FDI) return fastest to those economies that are open and 
attractive. It is time to shrug off the restrictive clauses for 
investment in at least sectors such as insurance, retail 

and telecom. 


Virgin Group, in Forbes 


TO BE PRECISE 









“I have no regrets. In fact, 
I would not have been able to 
do what I have done with 
ICICI Bank without wearing 
this (private sector) hat" 
K.V. Kamath 

Managing Director 

@ CEO, ICICI Bank, 


in Business Standard 





“There are no Britain-only or 
Europe-only or America-only 
solutions to today’s problems. 
We are all in this together, 
and we can only resolve 

this crisis together” 


Gordon Brown, British Prime Minister, in The Washington Post 


“India’s audience size, growth 
rate, and growing consumerism 
are all a heady blend for any 
media company” 


Haresh Chawla, CEO, Viacom18, in BusinessWeek online 


“Lenin was fond of saying: ‘A capitalist 
will sell you the rope with which you 
are going to hang him.’ That is exactly 
what western financial institutions 
have done. They have hung themselves 
with their own bil of goods" 


Ramesh Damani, Member, Bombay Stock Exchange (BSE) 
in Business Standard 


“People need to get out there 
and try new things and learn 
by falling flat on their 
faces. It’s like the laws of 
the jungle. They’ ll learn 
a lot more” 


Richard Branson, Chairman, 


ES 
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APPOINTED: 
Nandan Nilekani, 
Co-Chairman of 
Infosys Technologies, 
as head of an expert 
panel to review the 
Pension Fund 
Regulatory and 
Development Authority (PFRDA) plan to 
extend a pension package to the private 
sector. The group is expected to submit 
its report soon. 





MISSED: By India’s textiles sector, the 
export target of $25.06 billion for 
2007-08 as the appreciation of the ru- 
pee by over 13 per cent against the 
dollar during the year lowered the sec- 
tors competitiveness in the global 
market. The country's textiles exports 
during 2007-08 stood at $22 billion. 


EXTENDED: By the Reserve Bank of 
India, liquidity support to the mutual 
funds industry until further notice, in- 
stead of the 15-day period stipulated 
earlier. On October 14, RBI had 
provided this special window under 
which banks could borrow up to 
Rs 20,000 crore to lend to mutual 
funds to see them through the tight liq- 
uidity situation. So far, banks have 
borrowed only Rs 8,550 crore under 
this window. 





SANCTIONED: By banks, Rs 95,064 
crore in agricultural loans in the first six 
months of this financial year. Banks had 
given credit worth Rs 2.4 lakh crore in 
2007-08, Rs 2.29 lakh crore in 2006- 
07, and Rs 1.8 lakh crore in 2005-06 
to the farm sector, according to Minister 
of State for Agriculture Kanti Lal Bhuria. 


RISEN: By 40 per cent, new investi- 
gations into unfairly priced imports in 
the first half of 2008 all over the world, 
reflecting an increase in global trade ten- 
sions as WTO members struggled to 
make progress in the long-running 
Doha Round to free world trade. Turkey, 
with 13, launched the most new in- 
vestigations, followed by the US with 
12, India with 11, and Argentina and 
the EU with 10 each. 


APPROVED: By 
Ranbaxy Labs, the 
sale of shares and 
warrants on a pref- 
erential basis to 
Daiichi Sankyo. The 
Japanese company 
has acquired 52.5 
per cent of India's 
biggest drug maker, following its buyout 
of the stake owned by former promoter 
Malvinder Singh's family and an open 
offer to the public. 


JUST WONDERING... 


SLOWDOWN BLUES 
HIT B-SCHOOLS 





+ tented nay r 


| ‘Unilever and Boston Consulting Group 


-school grads feel the meltdown will 
impact their placements. 





have some impact on their place- 
ment prospects while 30 per cent 


foresee the BFSI sector losing sheen. 
Subsequently, the management con- 
sulting, FMCG, telecom, retail, diver- 
sified and manufacturing sectors stand 
to gain talent, feel students. 
Interestingly, it is still "India shin- 
ing" for B-School students with 71 per 
cent of those surveyed preferring to 
work in India. Europe is a distant 
second with 11 per cent opting for it 
as a work location of their choice. 
The US, clearly, has lost its lustre 
with a meagre 9 per cent choosing it 
as their preferred work destination. 


SAUMYA BHATTACHARYA 


HAT HAPPENED TO THE CENTRE'S 

VV scheme of modernising ITIls. 
through the PPP route? The plan has al- 
ready started rolling. The Centre is mod- 
ernising 1,396 ITIs into "centres of ex- 
cellence" at a cost of Rs 3,550 crore un- 
der a scheme announced in Budget 
2007-08. The first batch of 300 ITIs has 
bagged industry partners and central 
government funding of Rs 2.5 crore each 
in the form of an interest-free loans. Of the second batch of 300 ITIs, which will 
be modernised during the current financial year, state governments have so far 
sent 191 proposals to the Centre. There are over 1,900 state-run ITIs in India. 
Tata International, ITC, JSW Group, Bharat Forge, Videocon Industries and 
Ashok Leyland are some of the big names that have partnered with ITIs so far. 
KAPIL BAJAJ 
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Deal Watch 


Every month, we bring you a listing of the biggest deals struck by Indian 
companies in India and abroad. Our partner: global professional services 
firm Ernst & Young. Here are the deals that were struck in October 2008. 


Deal of the Month: Tata Consultancy Serivces (TCS) has acquired a 96 per cent stake in 
Citigroup Global Services, which is the India-based captive BPO arm of Citigroup, for $505 mil- 
lion (Rs. 2,474.5 crore) in an all-cash deal. 


Impact Analysis: The deal comes as a win-win for both TCS and Citigroup. The acquisition is 
in line with TCS's strategy of inorganic growth. As part of the deal, TCS will get assured orders worth 
$2.5 billion (Rs 12,250 crore) over the next nine-and-a-half years from Citigroup. In addition, TCS 
will also get 12,000 trained core banking function professionals. With this deal, TCS now becomes 


DE ALTR AC KER the largest third-party core banking BPO vendor globally and the second-largest BPO player in 


the Indian market. The acquisition is expected to be completed in the fourth quarter of 2008. 























TARGET ACQUIRER INDUSTRY DEAL VALUE STAKE 
(Rs crore) (%) 
Citigroup Global Services — .. Tata Consultancy Services | . Technology . Acquisition — 2,478 = 100 | 
Cambridge Solutions Xchangng . = = Technology | Acquisition 960 PB 
National Stock Exchange Premji Invest Banking & 
. RE uu c fnancialservces X  Privateequty 491 | 3 
Marvel Realtors G - - 9ggzff .- | Realestate Privateequiy — 270 . NA 
New Millennium Capital Tata Steel Global Holdin _ Mining & metals Investment. 11 .— - 20. 
Univercell Telecommunications India  Peepul Capital Consumer products 
R መስሕ ኮከ ሠ retail | : Privateequity 10 = ክሊ 
Sah Petroleums  . . .. NAF India Holdings and others Oil&gas Private equity 102 2 
Astrix Laboratories Matrix Laboratories Pharmaceuticals 
— eee S&chemcas 3X Acquisition 79 — 5 
Oldland CNC |... Dynamatic Technologies Infrastructure Acquisition 79 | 100 
SPV of Janapriya Engineers Syndicate — Sun Apollo Ventures Real estate — —  Privateequty 75 |.  .- 65 . 
Total Sports Asia — . - Nectar Capital us _ Media &entertaimment Private equity — 74 — — NA 
Gokak Sugars _ Shree Renuka Sugars Manufacturing — — Acquisition ”ያ 70 č 87 
Mape Advisory Group Global Investment House Banking & 
| financial services Private equity 49 — 1 1l 
9.9 Mediaworx Helion Ventures and TVS 
g _ Shriram Growth Fund Media & entertainment — Privateequity — 37 9 — N.A. 
Madura Micro Finance Unitus Equity Fund Banking & 
6 ፒፒ... ee financial services Private equity ረረ ።፣: NA. 
Bhuruka Gases Bhuruka Gases Holdings ^— ^ [018 & gas = Investment 15 25 
Miljoe Grenland Innovasion Tata Motors Automotive and 
በ 13 D 00555 indutias Investment - 10 (0 90 
Gangagen ATEL Ventures Biotechnology Private equity 9 N.A. 


Ernst & Young is a leading M&A advisor in India. While every care has been taken to compile this data, it is based on media reports, company announcements and other 
secondary research. Any decision on the basis of the above mentioned information should be taken only after professional advice. Business Today or Ernst & Young do not 
undertake any responsibility in regard to any such decision. Includes only M&A, private equity and brand sale transactions Not a complete list 
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's TIME to make a difference. To learn more about how 

Baume & Mercier and ASHTON KUTCHER contribute to programs 
hat improve education for our children Seek to eure cancer and 
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bt trends 


THE HUNGRY MILLIONS 


India has the largest number, 200 million, of 
hungry people in the world, according to 
the Global Hunger Index (GHI) 2008, 
published by International Food Policy 
Research Institute (IFPRI). The GHI ranks 
India at a poor 66 out of 88 developing 
countries—slightly above Bangladesh and 
below all South Asian nations and several 
countries in Sub-Saharan Africa. India’s 
GHI score of 23.7 places it in an “alarming” 
(score between 20 and 29.9) situation—better 
only than those in the “Extremely Alarming” 
(score above 30) category. Other hunger situations are "serious (10 to 
19.9), *moderate" (5 to 9.9), and *low" (less than 4.9). KAPIL BAJAJ 







The Global Hunger Index, 1390 and 2008 




















Rank | | Country = 1990 2008 15 (ከ83 . - |ከ6 |71 | 
1 Mauritius — 9 861 5 | 22. Vietnam 739 126 | 
ረ lama BO 19.1 | 35 | ከፀ Philippines 189 14 . | 
3: [Moldova | 84 | 36 (Namibia  - 214 143 
4 Cuba ( 73 55 | 39 Myanmar — 187 15 ` 
5 Peu [95 56 399. {Srilanka — - 191 [5 - 
6 Trinidad & Tobago 8 59 44 Uganda .( 199 11 | 
7 a UF 8 | 48 85669. - 167 ሀ4. 
8 —— Abaia 105 63 . 53. “North Korea. . 1141 1136 | 
| Wa — |- [4 | 5» 189 .- (26 |206 
10 El Salvador | 97 65 | 6l Pakistan. Eî 253 1217 | 
X me 185 ዘ) | 63 = 86 . 0 - 1283 1223 - 
(10 (Morocco 7.7 5 65 Burkina Faso 125.1 123.5 
14 South Africa GITEN es | 029 





Not a complete list 


The hunger index is calculated using three equally-weighted indicators: the proportion of the population that is 
calorie-deficient, the prevalence of underweight children under the age of five, and the under-five mortality rate. 








Indian States Hunger Index* 287 309 
26.6 213 = 
7 238 24.7 
23.7 TTT 222 228 231 23 
17] ፪፪ 
13.6 
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፻፳ Calorie undernourishment ፪፪ Child underweight ፳፪ Under-five mortality rate 
Most states have a “serious” hunger problem: and one state, Madhya Pradesh, has an “extremely serious" problem 
*Only seven states surveyed Source: IFPRI-India 
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A world-class integrated community for an extraordinary lifestyle. 


Welcome to Boulder Hills Golf and Country Club. Spread over approximately 531 of the most picturesque green acres, Boulder Hills 
is a complete master-planned private township designed to the most demanding international standards. Where every necessity and 
convenience you want will be within easy reach in the township: homes, shops, hotels, offices, clubs and even a special economic 
zone. Oh yes, and the crowning glory? A glorious 18-hole championship golf course that runs like an artery through the township. 
Live. Work. Play. A whole new way to live at Boulder Hills Golf and Country Club. 


e Luxury Residences * 18-hole Championship Golf Course ቆ Country Club * IT Park & SEZ * The Mall of Hyderabad * Luxury and Business Hotels 
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Bookings open for new apartment towers starting at Rs. 4,800/- per 0.093 sq. m. (per sq. ft.) 
Golf-course facing apartments with 2 balconies also available. Construction in progress. 





Hyderabad Office: Boulder Hills Golf and Country Club, Manikonda Village, Gachibowli, MG 8 
Hyderabad 500 032. Tel.: (+91 40) 6612 3456. Fax: (+91 40) 6612 3455. 





Corporate Office: Emaar MGF Land Limited, ECE House, 28 Kasturba Gandhi Marg, 
IN New Delhi 110 001. Tel.: (+91 11) 4120 3444, 4152 1155. Fax: (+91 11) 4152 4619. 


/ \ Email: enquiries@emaarmgf.com CREATING A NEW INDIA 
af” 4 - | እ 1 ሎ ١ ' ፤ ኒ 
APIC boulderhills@emaarmegf.com Developed in association with EHTPL 


Images and features are indicative only and are subject to change in the best interest of the development. *Conditions apply. 0.0929 sq. m. = 1 sq.ft. www.emaarmgf.c om 
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The Great Earnings 
Slowdown 


India Inc.’s profits engine finally sputters into single-digit territory after 22 rip-roaring 
quarters of robust double-digit growth. Is this the end of the good times? 


VIRENDRA VERMA 


OR 22 QUARTERS, INDIA INC.'S EARNINGS 
juggernaut rolled on without a pause, turn- 
ing out double-digit growth four times a 
year for the past five years. But the 23rd 
quarter has proved different. Last fortnight, 
when the first flush of report cards for the second quar- 
ter of 2008-09 emerged, the much-anticipated slow- 
down in corporate earnings was finally out in open. A 
sample of 531 companies considered by Business 
Today (which is the number of companies that had rep- 
orted results at the time BT went to press) shows 
profit growth of 9.11 per cent for the quarter ended 
September 2008. That’s the first time it’s fallen into 
single digits since 2003 when the bull run began on 
Dalal Street. The topline hasn’t been impacted, grow- 
ing 31 per cent (as against 33.3 per cent in 
the first quarter of 2008-09). 
Operating profits are up 18.5 
per cent (16.1 per cent in 
the first quarter). 
The slowdown 
in earnings can be 
attributed mainly to 
rising commodities 
prices, especially crude, 
which hit a record high 
of $147 (Rs 7,056) a bar- 
rel in July. Interest costs, 
up almost 41 per cent year 
on year, and a falling rupee 
are the other culprits that took 
their toll of bottom lines. The worst- 
affected sector is cement, even as 
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construction and engineering succeeded in weath- 
ering the storm. 

Though oil prices have crashed—along with 
stock prices—by more than half in less than four 
months, the investment community is still sceptical 
about the future growth of corporate earnings. 
That’s because the global economy has taken a 
knock, and India, too, is impacted. “Corporate 
profits will be bad for the next 2-3 quarters,” says 
Manish Chokhani, Director, Enam Securities. He 
adds that the tightening of the monetary policy has 
also impacted corporate profits. The impact of 
the recent measures by the Central bank to re- 
store liquidity and confidence will be felt, but 
only after a lag effect. Some of the recent measures 
announced by the Central bank include a reduction 
in the cash reserve ratio by 2.5 per cent, and a cut 
in the repo rate by 1 per cent. 

The downward revision of the projected eco- 
nomic growth for 2008-09, to 7.5-8 per cent from the 
earlier estimated 8.5-9 per cent, has also made analysts 
apprehensive. “Going forward, no doubt, raw mate- 
rial costs will come down, but a shrinking economy 
will lead to slower sales,” says Ajay Parmar, Head of 
Research, Emkay Global Financial Services. He adds 
that corporate profitability will be affected by rising 
interest rates in the third and fourth quarter. 

It is not just the investment community that is 
wary about profitability in the quarters ahead; the cor- 
porate sector, too, is accepting the reality, despite a 
sharp fall in commodity prices. What’s more, com- 
panies in the commodities sector will get hit by 
softer prices. “There is a reduction in commodity 
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prices globally; margins will be under pressure as ce- 
ment prices will also be under pressure,” says D.D. 
Rathi, Director & Chief Financial Officer, Grasim 
Industries, a maker of cement and viscose staple fibre 
(VSF). Grasim, to be sure, has been hit by double 
whammy, as VSF consumption has been hit, courtesy a 
downturn in the textiles sector. 

But there are others within the commodities space 
who still believe they can weather the storm. “Steel 
prices are likely to drop by Rs 3,000-4,000 per tonne, 
but the company will be able to ward off most of the 
margin pressure through cost cutting,” says Hemant 
Nerurkar, Chief Operating Officer, Tata Steel. The con- 
fidence in that statement isn’t unwarranted as Tata 
Steel reported a net profit jump of 50 per cent for the 
second quarter (excluding Corus of the UK, which it had 
acquired last year). Even in the midst of the liquidity cri- 
sis, the company is financially strong. “We are sitting on 
around Rs 1,500 crore cash. We also have our credit 
lines intact,” says Koushik Chatterjee, Chief Financial 
Officer, Tata Steel. He adds that the company has 
paid back around £300 million (Rs 2,460 crore) of the 
loans taken for the Corus acquisition; the next lot of 
payment is due only in December 2009. 

Another company from the same stable, Tata 
Consultancy Services (TCS), despite a decline in net 
profits, showed good growth (around 18 per cent) 
on the topline. “Our revenues across geographies 
have grown during the last quarter with the ex- 
ception of India. In India, contracts are project-based 
and not annuity-based and, as a result, there is 
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volatility in revenues," says N. Chandrasekaran, 
Chief Operating Officer, TCs. 

Some leading players that have not been affected 
by the slowdown include Hero Honda, Larsen & 
Toubro, Hindustan Unilever, Bank of India and Punj 
Lloyd. However, by the time all the results are in (by 
October 31), there will be more bad news. At the time 
of going to press, none of the leading real estate 
companies had announced their results. This sector 
threatens to spoil the entire report card for India 
Inc. The reason: if the real estate sector slows down 
further, the demand for cement and steel could be aff- 
ected. This could also lead to a slowdown in demand 
for housing loans. Meanwhile, there are murmurs of 
leading automobiles producers resorting to production 
cuts; this will lead to a further decline in profitability 
and also a slower growth of the topline. With so 
many dark clouds hovering, the only silver linings for 
India Inc. are the prospects of a decline in interest rates 
and inflation. But for a turnaround in earnings growth 
to take place, the global financial system has to stabilise 
first. That’s going to take some time. 

ADDITIONAL REPORTING BY SUMAN LAYAK 
AND T.V. MAHALINGAM 
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Against the Tide 


MAA Advertising has ambitious expansion plans that will pit it 
against the big boys of the trade. RAHUL SACHITANAND 





1991, WHEN MOST ADVERTISING 

[ companies weren’t interested in 
allying with foreign collabora- 
tors, Bunty Peerbhoy, Chairman 
and MD, MAA Communications, just 
did the opposite. He roped in 
Bozell, the Interpublic Group- 
owned agency, and offloaded a 29 
per cent stake. In September this 
year, he went against the tide again, 
by buying back his partner’s stake. 

Now, Indian advertising’s con- 
trarian player wants to transform 
the company his father Ayaz 
Peerbhoy started in 1959 into a full 
services player, covering related 
fields such as in-store and embedded 
advertising as well as emerging med- 
iums such as mobile and in-store 
retail advertising. Peerbhoy says he 
is already getting proposals from 
private equity players to come on 
board as “passsive investors” to 
fund future growth. “We see our- 
selves as one of the key stakeholders 
in Indian advertising,” he says. 

In the 1980s, MAA blossomed 
from being just an advertising 
agency into one encompassing re- 
lated fields such as public relations 
and focussed financial and retail 
advertising. Since then, MAA has 
worked on several ad campaigns 
ranging from Kissan jams and 
Aristocrat whiskey to Kohinoor 
condoms and Prestige pressure 
cookers. Peerbhoy now has plans to 
make inroads into emerging medi- 
ums such as Internet and mobile 
advertising. “These mediums have 


different creative rules and busi- مر‎ 


ness metrics,” says Peerbhoy. “We 
may even consider acquisitions / 


, 
7 





MAA's Peerbhoy: A contrarian 


as expected, boom in broadband 
penetration could be another reason 
for eyeing this space. 

MAA Communications has also 
entered other markets such as in- 
store advertising through its Intel 
Capital-backed Tag Media. The 
group has recently launched three 
new subsidiaries—Sabre Digital, 
Turn On and Masala Tea—to fur- 
ther expand operations. Sabre 
Digital will deal with digital mar- 


NEW HORIZONS 


MAA Communications has entered many 
emerging segments through tie-ups or 
subsidiaries. 
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MAA: THE STORY SO FAR 





1959 
MAA Started by Ayaz Peerbhoy | 


1980 


Agency splits between his two sons 
geographically—Bunty (south) and 
Sajid (north) 

1991 

Bunty Peerbhoy sells 29 per cent stake in 
his agency to Bozell 


2003 


Sajid’s agency, Speer, is sold to O&M 
2008 


MAA Communications buys back stake 
from Bozell 


keting consultancy, Turn On with 
experiential marketing and Masala 
Tea with embedded marketing in a 
variety of TV programming. “We 
will always blaze our own trail...We 
are drivers of economic value,” dec- 
lares Peerbhoy. 

Industry observers, however, 
point out that a direct result of the 
slowdown is a reduction in or de- 
ferment of advertising spends by 
small and large companies. At the 
same time, private equity deals have 
been reduced to a trickle, since val- 
uations are low and owner-pro- 
moters may not be willing to sell 
now. These factors might impact 
MAA Communications’ aggressive 
expansion plans. However, as 
Peerbhoy says: “We are a profitable 
company and we have enough in- 
ternal accruals to fund our plans. 

١ We're happy to wait for a more 


to boost our presence in these SABRE DIGITAL [ | Digital Marketing conducive time to bring aboard 
emerging segments.” Mobile adv- ` TURN ON i | Experiential Marketing investors.” With advertising in- 
ertising is seen as the next big ` MASALA TEA V ‘Embedded Marketing , / creasingly dominated by large-scale 


frontiers for conventional ad com- 
panies such as MAA. Simultaneously, 
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players, smaller companies may not 
have too much time on their hands. 
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OPEN SCIENCE HELPS BUILDINGS BREATHE. 


Open Science uses the power of collaboration to do extraordinary things. In most countries, 


buildings are responsible for at least 40% of energy use. Combining the right materials 
when designing a building envelope can greatly reduce a building's energy requirements 
and even increase its life span. As part of its commitment to Open Science, DuPont 
and The Energy and Resources Institute (TERI) are working together to promote green 
building design and certification. We believe it's collaborations like this that can help 
solve the biggest challenges of our time. In other words, science that's open, opens 
up possibilities for people everywhere. Learn more at dupont.com/openscience 


Career opportunities - e-mail: dupont.recrustment@ind.dupont.com / Business opportunities - email: info.india@ind.dupont.com and Tel:«91-124-4091818 
©2008 DuPont. All rights reserved. The DuPont Oval Logo, DuPont", The miracles of science" and all brandnames are registered trademarks or trademarks of ع‎ |. du Pont de Nemours and Company or its affiliates. 
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Banking on Human Capital 


The RPG Group unveils a major HR initiative aimed at 


powering its ambitious growth plans. SUMAN LAYAK 


NE OF INDIA’S LARGEST 
industrial houses, the RPG 
Group, is in the midst of 


an expansion drive. The group— 
spanning power, tyres, retail and 
technology—has drawn up a blue- 
print to scale up from a $3.5-billion 
(Rs 17,150 crore) conglomerate to 
a $10-billion (Rs 49,000 crore) gi- 
ant over the next four years. How- 
ever, the company has realised that 
there are obstacles it needs to over- 
come if it has to succeed in its obj- 
ective. Surmounting human reso- 
urce bottlenecks is a priority con- 
cern for the group. 

Harsh Goenka, Chairman of 
RPG Enterprises, now spends most of 
his time on HR initiatives. He’s keen 
to ensure that the group has the 
human capital to move into a higher 
growth trajectory. Goenka is busy 
implementing a rigorous training 
regime for his employees as he feels 
the group’s growth will be driven by 
people, particularly in a tougher 
business environment. 

The RPG Group has created a 
centralised training curriculum 
under a corporate university struc- 
ture wherein employees can opt for 
or be nominated for courses that 
are available through the year. Now, 
group companies have stopped 
drawing up training schedule for 
their employees and instead depute 
them to take part in the common 
curriculum. This allows the group 
to move people across compa- 
nies as per requirements. 

The training process is 
backed up by a report card 


UMESH GOSWAMI 


is broken down into specific actions 
on which feedback is provided. The 
employee is then provided with a 
tool kit that helps him deal with 
his specific problems. Says Goenka, 
“As the RPG Group focusses on 
growth, it is efficient internal 
processes and a sound work cul- 
ture like these that will provide the 
much-needed impetus and capabil- 
ity.” The system has been devel- 
oped over the last year with an ext- 
ernal agency taking feedback from 
within the RPG family to work out 


EDUCATE 
Corporate University 
(Curriculum) 


NURTURING 
TALENT 


RPG's Goenka: On an 


expansion Spree 





a grading system for executive on 
different functions. 

The group estimates that the 
only way it can ever manage a 
three-fold growth is by grooming 
leaders who can then step into their 
seniors’ shoes over the next two 
to three years. Ganesh Sherman, 
Head (HR Practice), KPMG, says: 
“The RPG Group underwent a trans- 
formation over the last 8-10 years 
with a lot of new leaders coming 
from outside. It has changed the 
face of the top management in 
every company within the group. 
However, you cannot do that for- 
ever, mainly because the existing 
staff gets demoralised. The group 
now has to develop leadership from 
within and demonstrate that loy- 

alty will be rewarded.” 
Given the economic down- 
turn, Goenka is even keen to take 


meant to gauge the benefits an RPG's HR Strategy REMIND the acquisition route to expand 

employee has derived from Report Card the group even faster. And he 

the training and the areas REINFORCE (by a third party) realises that a well-trained lead- 
i zx : Managers Tool Kit x Ae 

where he still falls short. It is a (To work on the ership will be crucial in such a 

detailed report card; each skill weaknesses) critical phase of growth. 
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alone clocked ove 


processor pai and built ent- 
irely in India, was launched a quar- 
ter ahead of schedule. But the com- 
pany is anything but complacent. 
After all, there is the global rec- 
ession to contend with, that has 
particularly hit financial services, 
which roughly account for over 15 
per cent of Intel’s server business 
revenues, hard. Slowdowns are 
known to severely impact IT budg- 
ets, including server and rc sales, but 
Intel's executives are not losing any 
sleep yet. Pat Gelsinger, Senior VP 
and General Manager of Intel's 
Digital Enterprise Group and one of 
its top executives, is still wearing a 
smile, albeit a *cautious one". 
Gelsinger views the scenario 
from three standpoints. One, how 
Intel as a company is positioned. 
Two, customer alignment and fin- 
ally, the market environment. *Our 
cash position is good, we have great 
products, which are gaining mar- 
ket share (in fact, Intel is struggling 
to meet Atom's demand). Over the 
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years, we have restructured the 
company... we are a leaner and fit- 
ter outfit as compared to a few years 
ago,” he says. On the customer 
front, Gelsinger says, the company is 
well aligned with their customer’s 
roadmaps and rollouts of products. 
It’s the third factor that is making 
Intel and Gelsinger 
cautious. “Till a couple 
of weeks ago, things 
looked fine on both 
the enterprise and cus- 
tomer segments. But 
towards the end of the 
last quarter, the de- 
mand softened a bit. 
The market environ- 
ment is uncertain,” 
says Gelsinger. As a 
result, Intel has dec- 
ided to publish a mid- 
quarter update for inv- 
estors on December 4. 
Having said that, 
Intel has a lot to smile 















intel 


BLUEPRINT FOR 
GROWTH 


€ Target 4th quarter 
F Sales in the range of 
$10.1 bn and $10. 9 ከበ 


5 Enter new segments 





about, inc- 
luding its 
operations in 
India. It started 
chip design in 
India almost six 
years ago and 
recently reached 
a major milestone 
when the company 
launched its high- 
end server micro- 
processor, Dunnington. 
The company’s Atom 
chip may also change the 
nature of the game for Intel 
globally. Designed for low-end 
Internet access devices like 
Netbooks and Nettops, the 
chip may be a clear winner 
for Intel, especially in dev- 
eloping markets which are price- 
sensitive. “We are going to push 
a particular Intel architecture— 
the Intel x86—and stretch it from 
the high-end devices like servers 
(Dunnington is a step in that dir- 
ection) to low-end machines like 
Nettops,” says Gelsinger. The goi- 
ng, though, will not be easy as Intel 
will enter into a space dominated 
by players like ARM, Texas 
Instruments. “That means we are 
looking at new price points, focus 
on small form factors and make 
significant efforts towards System 
on Chip (Soc) develop- 
ment. That’s a new set 
of muscles we need to 
develop.” 

Ask the man who 
has worked on the 
80286, 80386, 80486 
microprocessors if 
the desktop or PC is 
dying and pat comes 
the answer. “Volumes 
are increasing globally, 
revenues are increasing, 
margins are good. If 
these are dead busi- 
nesses, I really like dead 
businesses,” says 
Gelsinger. 
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Any location becomes a productive office with the right 
equipment. Like Kyocera copiers, printers and Multi-Function 
Printers with ECOSYS* proprietary technology that delivers higher 
performance with longer maintenance cycles. Our eco-friendly 
technology also reduces replacement parts and waste while 
increasing recyclable components. Kyocera technology absolutely 
delivers on every factor to minimize your Total Cost of Ownership. 
And that's the bottom line for any office, wherever it may be. 


* Kyocera’s acclaimed concept of environmentally-friendly products. 








International recognition 
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in CEPTION usu 

2007 highly prestigious 2007 KM-8030 awarded 2005, 2006, 2007 and 2008 

5 star "EXCEPTIONAL" "Highly Reliable" in voted "Editor's Choice" in leading guide 
award by end-users survey. 2,000,000-impression durability test. 


for office equipment. 


For additional information, please contact: 


KYOCERA MITA India Private Limited 
First Floor, ORCHID CENTRE Sector-53, Golf Course Road, Gurgaon,India 


Tel:0124-4671000 Fax:0124-4671001 
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Broadbasing Broadband 


WiMAX promises to be the next big thing in driving broadband 


penetration in India. JOEL RAI 


ORGET THE GOLDEN QUADRI- 
lateral. India is now revving 
on the info superhighway. 
Access to the Internet has traversed 
a long way since one waited and 
waited while the dial-up beeped on 
and on. DSL broadband connectivity 
quickened the process, while Wi-Fi 
afforded wireless networking. The 


future appears better. There’s 
WiMAX to look forward to. 


UNWIRED ACCESS 


WIMAX CAN USE THE EXISTING CELLPHO 
infrastructure of the interlinking towers, 
each tower covering around 50 km under | 
ideal conditions. 








S2 L d 
ላ 





ው OE ና ቀ. ior ቁ equipment ን ማያ 
መሙ a i homes or offices or through devices 
embedded with WIMAX chip. 


WiMAX is wireless broadband 
access to the Net in the same way as 
PAN (Personal Area Network—your 
Bluetooth connectivity, for instance) 
or WLAN (Wireless Local Area 
Network, which includes Wi-Fi) 
are. WIMAX is actually WMAN, or 
Wireless Metropolitan Area 
Network. Essentially, WiMAX takes 
part care of that old hitch in con- 
nectivity—the last mile—on a 


WiMAX will use 
frequency in the range 0 
of 2.3-3.5 GHz in India. Z 









broader scale. The technology ob- 
viates the need for cabling/wiring to 
the device. Access devices fitted for 
WiMAX reception will get the feed 
from base stations. Think of the 
cellphone network. WiMAX works 
similarly. There is a network of 
towers, each of which covers, in 
ideal conditions, an area of around 
50 km. At download speeds of up 
to 1-5 Mbps, Net access in WiMAX 








INTERNET 
BACKBONE 






The quality of reception 
depends on distance from 
base tower. Obstruct 







` miata ..መማጂቹ claims 90 per cent 
of Delhi is WiMAX-ready. 


IM BSNL has recently set up WiMAX stations 
in Andhra Pradesh, Gujarat and Maharashtra. 
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will be much quicker compared to 
the current standards of 1-2 Mbps 
for homes and around double that 
for commercial use. 

“India has 300 million cellphone 
users, but only 4 million with 
broadband connections,” points out 
Ron Resnick, President and 
Chairman of the WiMAX Forum, 
an industry-led organisation that 
certifies and promotes interoper- 
ability of broadband wireless prod- 
ucts. “The basic infrastructure req- 
uired for WiMAX already exists 
here in the form of cellphone net- 
work and fibre network.” The 
Forum has 24 companies and 20 
other groups, including irr Delhi, as 
partners in India. Its efforts are 
helped by the fact that major mobile 
operators are among its members. 

One cloud on the horizon is 
the auction of spectrum for 
WiMAX. The technology in India 
will typically use frequency bands in 
the range of 2.3-3.5 GHz. Tata 
Communications has acquired a 
licence for 12 MHz of spectrum in 
the 3.3 GHz band and has com- 
pleted deployment of pre- WiMAX 
network in 65 cities. Tata officials 
claim 90 per cent of New Delhi is 
now ready to receive WiMAX feed. 
BSNL, too, is going strong on 
WiMAX and has already awarded 
a franchise contract to Soma 
Networks for commercial trials in 
Andhra Pradesh, Gujarat and 
Maharashtra for a deployment of 
25 WiMAX base stations in each 
state. In fact, its focus will be rural 
India. Reliance, too, has the inf- 
rastructure in place in 100 cities. 
But the fear is that those companies 
who have spent on 3G will lobby to 
block allocation of WiMAX spec- 
trum. “The experience is that 3G 
never made money for companies 
in the West,” says Resnick. 
“However, 3G players in India 
should not see WiMAX as a threat. 
It is a complementary technology.” 

The companies currently use 
customer-premise equipment (CPE) 
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“3G players in India should not 

see WiMAX as a threat. It is a 
ናን ys technology” 

Ron Resnick 

President and Chairman, 


WiMAX Forum 
MURS RAI} “Ta ORS eT EL 


for reception of WiMAX. However, 
within months, WiMAX will pro- 
vide fully mobile access to the 
Internet. There already are USB don- 
gles that can be used with computers 
and laptops. Intel has developed a 
cheap chip for WiMAX receptivity 
that is small enough to be used for 
ultra-mobile PCs, mobile phone 
handsets, MP3 players, Sony's 
PlayStation Portable and a host of 
mobile Internet dev- 
ices. This 

means that " . * 
once you are 

registered for Y 
WiMAX with a 

service provider, 
anywhere you go 


WiMAX inside: 
Intel notebooks 
embedded with 
this product 
provide flexible 

and convenient 
connectivity to both 
Wi-Fi and WiMAX 
networks 












in the country, you will be able to ac- 
cess the Net through diverse devices. 

“India must opt for the first 
mover advantage over China,” says 
Resnick, pointing out how wireless 
broadband technology can imm- 
ensely enhance services like telemed- 
icine, distance education and 
e-governance. Concepts such as 
those in the AV Birla Group’s ads 
showing rural schoolchildren rec- 
eiving lessons over the phone can be 
powered by WiMAX. The WiMAX 
Forum has tied up with irr Delhi to 
set up a WiMAX applications lab, 
the third in the world after those in 
Taiwan and the us. 

The Forum is upbeat over the 
prospects of broadband accessibility 
in India. It forecasts that by 2012, 
the Indian market will support 27.5 
million WiMAX users, or 20 per 
cent of global users of the technol- 
ogy. "Any service provider with 
innovative service offerings, attrac- 
tive devices and go-to-market plans 
that maximise the utility offered by 
WiMAX technology to price- 
sensitive Indian customers can use 
this proven tech to quickly gain 
market share," says C.S. Rao, 
Chairman, WiMAX Forum India 
Chapter. In the near future, net- 
works may offer bundled 
GSM+ WiMAX or CDMA+ WiMAX 
services. The Forum projects the 

Indian WiMAX market, in- 
m cluding devices, to be worth 
n Rs 52,000 crore by 2012. 
zt As part of the Flat 
M World, India has eagerly 
adopted technology to 
network with the 
world. Now, it is on 
the cusp of an infor- 
mation revolution 
that could fuel its 
way to the future. 
Amid the news 
about the economic 
crisis gripping the 
globe, this surely 
is one little piece 

of good news. 


YOU ARE MANISH ARORA. YOU HAVE TWELVE DOGS, TWO CATS, THREE 
BIRDS AND A HUNDRED AND TWENTY SIX TOYS. YOU THINK CHANDNI CHOWK 
IS KITSCH HEAVEN. YOU BELIEVE IN SIX DEGREES OF SEPARATION. YOU'VE 
BEEN TO A THOUSAND PLACES. BUT THE ONE THAT STAYS WITH YOU IS THE 
GLASTONBURY MUSIC FESTIVAL. WHERE YOU LIVED ALONE IN A MUDDY, 
MESSY TENT. YOU ARE MANISH ARORA. YOU ARE GATEWAY. 


MANISH ARORA, FASHION DESIGNER, FINDS THE 24 HOUR LAUNDRY SERVICE AT THE GATEWA L USEFI 
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Lavasa Corporation has 
ambitious plans of 
creating a resort that can 
also be home to busy 
executives seeking a 
work-life balance. 
VIRENDRA VERMA 


Year: Mid-2012 
Location: 65 km from Pune in 
western hills 

AKE UP AT 6 A.M., WATCH 

the sunrise over Waras- 

gaon Lake, go for a walk 
in a hill forest trail, come back 
home to read the newspapers, 
breakfast, and get ready for office. 
Leave at 8.50 a.m., reach office in 
10 minutes. Go home for lunch at 
1.30 p.m. Leave office at 5.30 p.m. 
Play lawn tennis with your son or 
daughter in the evening. 

What sounds like a dream for 
today's commute-weary Mumbaities 
could be a reality by 2012. Lavasa 
Corporation, a subsidiary of Hind- 
ustan Construction Company (HCC), 
is developing a township at an in- 
vestment of Rs 40,000 crore in four 
phases. The first of its kind in India, 
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A Hill Station for Work and Play 


the project, 200 km from Mumbai 
and 65 km from Pune, will come up 
over half the 25,000 acres ear- 
marked as a hill station that 15 
roughly one-fourth the area of 
Mumbai city. 

“We are planning Lavasa on the 
model of Boston city,” says Rajgopal 
Nogja, President, Lavasa Corp- 
oration. It will have its own city 
management services, including lo- 
cal transportation. While HCC has 
built the link road up to the 
Mumbai-Pune Expressway, the 
nearest airport is Pune. 

The potential can be seen from 
Axis Bank's decision in June to pick 






Mumbai 


TOWNSHIP WITH A TWIST me 


Total investment of To cover 
Rs 40,000 crore 12,500 acres 
wa 
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up a 2.5 per cent stake in Lavasa 
Corporation for Rs 250 crore, valu- 
ing the company at Rs 10,000 crore. 
By comparison, the market cap of 
Lavasa's parent HCC, which holds 65 
per cent, is around Rs 865 crore. 
Other promoters are Gautam 
Thapar's Avantha Group, Venkat- 
eshwara Hatcheries and Vithal 
Maniar, who is into manufactur- 
ing and trading of steel alloys. 

The company calls it a hill sta- 
tion (altitude: 2,000-3,000 ft), but is 
trying to create a business oppor- 
tunity by attracting non-polluting ac- 
tivities like education, R&D, film 
studios and travel & tourism. So, 
Lavasa will have flats, villas, offices, 
hotels, hospitals, schools and the 
best of leisure and sport activities. 

"We don't see Lavasa as a week- 
end place, but as a full-week place 
and want to attract eco-friendly in- 
dustries,” says Nogja. According to 
the master plan, the company plans 





REVENUE MODEL 
Real estate sale, SPV for hotels and 
healthcare, city management 
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Innovation from Bosch: The start/stop system reduces fuel consump- 
tion and CO; emissions in urban stop-and-go traffic by up to 8%. In 
traffic jams or at red lights, for example, the system switches off the 
engine — and automatically restarts it when things get moving again. 
This reduces driver stress, saves money and is easy on the environment. 
www.boschindia.com 





“or information brochure, please write to Corporate Communication, 
3osch Limited, Hosur Road, Adugodi, Bangalore - 560 030, India 
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to have a maximum resident popu- 
lation of 150,000 and 2 million 
tourists a year. It has secured all the 
environment and forest clearances. 

The first residents and tourists, 
expected in the last quarter of 2009, 
will have the basics—a hotel, con- 
vention centre, some educational 
institutes and water sport activities. 
Lavasa is already running a 20-room 
resort and has tied up with the 
University of Oxford, Girl’s Day 
School Trust of UK and Symbiosis to 
set up campuses there. 

Lavasa is relying on three reve- 
nue streams—pre-sale of real estate, 
a special purpose vehicle for hotels 
and healthcare, and city management. 

When it opened the first book- 
ings last year, all the flats and villas 


HILL STATION, 


WORK STATION 


These institutions will be 
present in Lavasa. 


University of Oxford 
Girl's Days School Trust, UK 


Apollo Hospital 


Symbiosis 0. 
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ITC 


Institutions and companies that have 
tied up to be in Lavasa. Lavasa Corp. will 
have stake in all 


then on offer were sold out. Lavasa 
will have cash flows of Rs 800 crore 
from pre-sales and Rs 2,000 crore 
from investment. The promoters' 
equity is Rs 500 crore while debt 


will fetch Rs 700 crore. The com- | 


pany has already acquired 95 per 
cent of the 12,500 acres earmarked 
for the project. 

The big question: Will Lavasa 
get the high-paying jobs and the 
physical connectivity to the real 
world of dealmakers and harried 


executives—the very people who | 


need a work-life balance in an idyl- 
lic setting? Or will it become an- 
other crowded tourist spot? 
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Destination Turkey 





Indian tractor manufacturers are driving 
aggressively into Turkey. NITYA VARADARAJAN 


N LINE WITH THE INDIAN AUTO 

industry's outbound strategy, 

Tractors and Farm Equipment 
(TAFE), India's second-largest trac- 
tor manufacturer, is setting up a 
greenfield facility in Turkey's Manisa 
industrial zone. Indeed, the coun- 
try has become a key market for 
Indian tractor makers in recent times. 
India’s leading tractor maker Mahin- 
dra & Mahindra (M&M) is already in 
the process of setting up shop here. 

Explains Mallika Srinivasan 
(below), Director, TAFE, the flag- 
ship company of the Rs 6,000-crore, 
Chennai-based Amalgamations 
group: “This is a 40,000-tractor 
market annually." The company is 
looking to produce 15,000 units a 
year at its Manisa plant, which is 
expected to become operational in 


| early 2009 and contribute about 


Why TAFE Chose Turkey 
Over Other Markets 


e Arobust market for sub- 
100 HP tractors in which 
TAFE has considerable 
expertise and experience 


Rs 450 crore a year to 
TAFE's top line. 
Then, there were 


move. The bankruptcy 
and closure of Uzel, a 
local company and one 
of the two big players— 
the other is New Holl- 
and—had paved the way 
for the entry of new 
players in Turkey. Us- 
based MNC John Deere 
has also recently entered 
the market. Also, a thriv- 
ing ancillary base at 
Manisa was an added 
advantage. 

Rival M&M's Farm 
Equipment 
Sector, mean- 
while, is busy 
expanding 
operations in 
Turkey. In August, 


e Void created by the closure 
of Uzel, one of the two 
major tractor makers in 
the country 


e Manisa is a thriving 
industrial centre with a 
developed supplier and 
raw materials base 


the company tied up with a dis- 
tributor, who will assemble the SKD 
(semi-knocked down) kits from 
India, market it as well as provide 
after-sales service. “In this case, we 
are leveraging the existing inf- 
rastructure of the distributor itself," 
say Anjou Choudhari, President, 
M&M Farm Equipment Sector. 
For both TAFE and M&M, enter- 
ing Turkey is part of a larger plan to 
explore markets outside India. But 
clearly, M&M has been more agg- 
ressive in its overseas strategy. In the 
US market, it has become a signifi- 
cant player in the sub-70 horse- 
power segment, and caters it 
through its assembly plants in Texas, 
California and Georgia. In China, it 
sells tractors under the Mahindra 
brand under two joint ventures with 
two leading state-owned tractor 
companies. M&M also 
plans to assemble trac- 
tors in Mali, Zambia, 
Uganda and Chad in 
Africa. TAFE, too, 15 
getting into the act. 
Srinivasan won't 
divulge much but 
clearly has big 
plans. “Await our 
next announce- 
ment,” she says. M 
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| FLIRTING WITH POLITICS: | 
Fired Jet employees meet Raj Thackeray 


A BLOODY PROTEST 
Nano opponents in Singur 


SHUNTED OUT AND CHUGGING IN: 
Support for rail coach plant in Rae Bar 





The Jet Airways firing and rehiring fiasco underlines how the economy is 
becoming a battleground for politicians. puja MEHRA AND TEJEESH N.S. BEHL 


ET AIRWAYS CHAIRMAN NARESH GOYAL’S VERY PUBLIC 
outburst of emotion on October 16 when he 
revoked his company’s decision to lay off 1,900 
employees was relevant both for what he said and 
what he did not—or could not. Even as Goyal 
claimed that the management had taken the decision 
without telling him, and that the staff was like family, 
what he did not spell out was how—and how much— 
political pressure had driven the U-turn. For a person 
adept at managing the political environment to further 
his business interests, this was a tacit acceptance of the 
fact that political environment had—at least on this oc- 
casion—become too tough 
to negotiate. | 


Oscar Fernandes, too, extracted political mileage from 
the unfortunate lynching of the CEO of an Italian com- 
pany in Greater Noida by employees it had fired, and the 
trade unions. “It should serve as a warning for man- 
agements,” the minister had said before he was forced to 
apologise. Barely days before the Jet Airways’ drama, 
Uttar Pradesh Chief Minister Mayawati, too, tried to stall 
the Railway Coach factory to be built in Sonia Gandhi's 
constituency, Rae Bareli, in her state. 

Part of the trouble is the deep fracturing of the 
polity, and politicians’ search for virgin constituencies, 
especially as the country is gearing up for elections. 

“With caste, region and reli- 
gion already colonised, eco- 





And it is obvious that, in E ` “The mixing of nomics is the new battle- 
these times of growing eco- ለ ጋሙ business with ground for politics,” says 
nomic distress, business 1s- = pe. À Pradip Baijal, former 
sues have gained political ap- 'ማጁ politics is disturbing. Chairman, Telecom Regul- 
peal. Ratan Tata, Chairman, | PAM It can create a atory Authority of India. 
Tata Sons, suffered because | T V situation where Goyal is not a man known 
of this, although in a differ- | `á "business will lose” to give in easily. As a hands-on 
ent vein, at the hands of | p Praful Patel promoter, he has lost senior 
Trinamool Congress leader | | | Minister/Civil Aviation staff because of his inability 
Mamata Banerjee in Singur. | 4 to stay out of even minor de- 
Union Labour Minister ኤኤጨጨጨጨ.- ዴዴ . == ..ጫጫ። cisions. The gutsy NRI busi- 
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ABB's compact propulsion systems help cruise and cargo 
vessels to save fuel, create more space on board and Improve 
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nessman had allegedly thwarted the mighty Tatas’ plans 
of entering the aviation business, and secured flying 
rights to the United States for Jet Airways, despite 
accusations of links with Dawood Ibrahim's D-Company, 
questions by the us Federal Bureau of Investigation (FBI) 
and inquiries by Parliament. 

And yet, last fortnight, he buckled in to pressure 
from a wannabe political leader. Goyal's decision to re- 
verse the sacking of 1,900 pro- 
bationers and employees came 
72, hours after threats of flight 
disruptions by wannabe king- 
maker Raj Thackeray and his 
Maharashtra Navnirman Sena 
(MNS). Scores of Jet Airways’ 
sacked crew took to the streets 
in full regalia, and met the MNS 
chief. Civil Aviation Minister 
Praful Patel, whose first reac- 

















Rajeev Chandrasekhar 
MP, President/FICCI 


tion to the sackings earlier had 
been a dismissive *It's-a-busi- 
ness-decision”, hurriedly stepped 
in to rebuke Goyal. 

The timing is another factor; 
general elections are around the 
corner, even as India is beginning 
to feel the heat of the global fi- 
nancial and economic crisis that 
has engulfed the West. With 
credit for industry disappearing 
and the export sector and others 
in danger, the country faces job cuts, pay cuts, lockouts 
and payment defaults. Politicians are unlikely to resist 
playing the saviour. 

“In a democracy, it’s a politician’s job to represent 
people’s demands—whether right or wrong,” says 
Member of Parliament and FICCI President Rajeev 
Chandrasekhar. There is little evidence till now of 
business successfully warding off interference. “The 
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___ Pradeep Baijal 
| Former Chairman/TRAI 


በ፪ “The politically 


፤ and hostility left us 


company’s (Tata Motors, in which Tata Sons has a con- 
trolling stake) dream was shattered by an environ- 
ment of politically motivated agitation and hostility that 
finally left us with no option but to withdraw the 
project from the state,” an anguished Tata wrote in an 
open letter published in Kolkata’s dailies after Banerjee 
forced the Nano plant out of Singur. 

In fact, years of hobnobbing with the politicians for 
out-of-turn concessions and 
favourable policies has made 
the business class politically 
pliable. “If you want help 
from the political system, 
you become vulnerable to 
it,” says Chandrasekhar. 

. Case in point: Goyal's prox- 
. imity to Maratha strongman 
١ Sharad Pawar, who is also 
Patel’s boss, is widely seen as 
a big factor behind the 
sweeteners that have swung 
Jet Airways’ way over the 
last few years and helped propel it to the top. Chief 
among these is the airline’s access to the lucrative Gulf 
routes, which the government defended by citing the na- 
tional carrier’s inability to use all its flying rights to this 
market. “When it suited him, Goyal used the political dis- 
pensation to build his business,” says Ajay Dua, former 
Secretary, Department of Industrial Policy and Promotion. 

An economic downturn calls for harsh choices 
by companies as they try to stay afloat till things be- 
gin to look up again. Nothing should be allowed to 
impair a company’s abil- 
ity to make those choices. 
“The rising incidence of 
people mixing politics with 
business is very disturb- 
ing,” worries Patel. “It can 
create a situation where 
businesses will lose object- 
ivity and shelve all hiring.” 

So, though business it- 

self is to blame for the 
١ mess, should it live in fear? 
“No one need fear political 
interference in his business 
strategy, if he is prepared to stand up and follow the 
rule of law,” says Chandrasekhar. True, but standing up 
is easier said than done. In Singur, Tata held up for 
nearly two years, putting up with a complete break- 
down of law and order and the state’s inability to 
enforce rule of law, before giving up the fight. For India 
Inc. though, the lesson is clear: dance with the wolves 
and you end up becoming their dinner. It 


“With caste, region 
and religion 
already colonised, 
economics is the 
new battleground 
for politics” 


motivated agitation 


with no option but to 
withdraw from the 
state (West Bengal)” 


Ratan Tata 
Chairman/Tata Sons 
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INDIA'S BEST 


Marketers 


Who are the country's best marketers? 
What challenges did they have to overcome? 
How did they do so? And what was the 
outcome of their strategies? 


SHAMNI PANDE 
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TITAN List in alphabetical order 


AMIR KHAN IS KNOWN TO BE A METHOD 
actor—and a perfectionist. He stud- 
ies his roles, however small, in great 
detail and always gets into the skin 
of his characters. So, it came as little T à 
surprise when he dazzled the nation in 2002-03 
in his avatar as Coca-Cola's brand ambassador. 
As a paan-chewing rustic with kohl-lined eyes, 
he spouted “Paanch Matlab Chhotta Coke” in 
immaculate Uttar Pradesh idiolect. It was a 
killer dialogue. The company had just launched 
a 200 ml “small” bottle of its iconic beverage for 
Rs 5 in an attempt to penetrate deeper into the 
market and attract new consumers on the 
affordability plank and also to get existing 
ones to, perhaps, consume more. 

The killer line succeeded beyond its creators’ wildest 
dreams—the ad bagged an EFFIE Gold in 2004, an 
award instituted by The Advertising Club Bombay in 


ty 
partnership with the New York American Marketing | 
Association, to measure effectiveness of campaigns—but he 
almost killed Coke’s India dreams as well. “We simply — 













Arvind Singhal 
Chairman, Technopak Advisors 


“India offers unprecedented 
opportunities to marketers. 
However, only the brightest 
and the most determined 
among them are able 

to spot them” 






couldn't afford to keep selling Coke at Rs 5 and were Rahul Bhasin 

: ç Managing Partner, 
soon awash in red. It could have worked as a one-time Baring Private Equity Partners (India) 
መጨ. piii or something crim open K a key «Marketing has to be a 
market area for consumption. But it just went on for too lot more personalised, 
long and we had to pull it back,” says Atul Singh, customised, responsive and 
President & CEO, Coca-Cola India—a classic case of a yet cost-effective in today’s 
marketing campaign getting ahead of itself. hyper-competitive world” 
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The point to be noted here is 
that “marketing is not only about l 
advertising but about its four Ps,” | 
says Amitava Chattopadhyay, L’Oreal | 
Chaired Professor of Marketing- | 
Innovation and Creativity, INSEAD. | 
That’s a point that companies such as | 
Coca-Cola India realise now and are | 
being widely acknowledged for. That’s | 
also something that others, who do | 
not learn, will, willy-nilly, be forced to | 
do the hard way. | 

The Coke campaign may have 
attracted new consumers, but the imple- | 
mentation of the strategy was a failure أ‎ 
as, Singh admits, it was not executed with 
the care it deserved. And herein lies the crit- 
ical difference: is the marketer conscious of the end 
that the strategy seeks to achieve? If market expansion 
leads to losses, is that a conscious decision? Business 
Today’s annual listing of India’s Best Marketers fea- 
tures some players who did not have healthy bottom 
lines to report, but had still managed to expand their 
markets. Examples: Kingfisher Airlines in 2006 and 
Tata Sky in 2007. The intent here is to measure 
marketing success to the exclusion of all other pa- 
rameters. We seek to not just acknowledge the success 
of individuals, institutions and corporations, but also 
present a sampling of players that have opted for 
different routes to prise open their key constituencies. 

This time, we have an assorted list of marketers— 
some of whom have taken a detour from the brazen, 
advertising-led approach (nothing wrong with that, if 
it works)—who have, in several canny ways, suc- 
cessfully wooed their stakeholders and audiences 
into buying into their propositions. 

This year’s list of Best Marketers in India has 
been short-listed from suggestions given by an 
eminent panel comprising Arvind K. 
Singhal, Chairman, Technopak Advisors; 
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MARKETERS HAVE W 
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Rahul Bhasin, Managing Partner, Baring  ; | | 
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STRATEGIC THOUG 
cNESS GO HORRIBLY WRONG 

















CEO, Harish Bijoor Consults; Amitava 
Chattopadhyay, The L’Oreal Chaired 
Professor of Marketing-Innovation and 
Creativity, INSEAD; Shripad Nadkarni, for- 
mer Marketing Head of Coca-Cola India 
and now Director, MarketGate 
| Consulting; and Sukanya Kripalu, former 
| CEO of Quadra Advisory, former Head of 
| independent marketing consultant. 
Significantly, these marketers are 
| being profiled at a time when there is 
| a very real fear of the global slow- 
down rubbing off on the Indian 
economy and many experts are ques- 
tioning the very relevance of mar- 
keting as a function. With mounting global pressure 
on growth, media heads across across different 
countries admit that companies are becoming cau- 
tious in their approach and many are cutting mar- 
keting spends as a knee-jerk reaction to the slow- 
down. So, how relevant is this function? And what 
should companies do to protect their turfs? 

Seth Godin, marketing theorist and best-selling au- 
thor of many books, including All Marketers Are 
Liars and Permission Marketing, has a relevant post on 
his blog: “When times are good, buying things is a 
sport. It’s a reward. The story we tell ourselves is that 
we deserve it, that we want it and why not? When the 
mass psychology changes and times are seen as not so 
good, the story we tell ourselves changes as well. 
Now, we buy out of defence, to avoid trouble. Or we 
buy because something will never be as cheap again. 
Or we buy smaller items for the same sense of reward. 
Of course, the two different extremes can lead you to 
buy the very same thing. It’s not the thing so much as 

the story. Starbucks was the 
____ indulgence of a confident 
\ person happy to blow $4 


| 
HING SUCCEEDS | on a cup of coffee. 






Munna | Starbucks can also be- 
LIKE jana የ ل‎ come the small indul- 
REMEMBE gence for the person who 


| 
HAT NEEDS || 
RECOURSE ELSE WONM | just traded down to a 
: ; 
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small rented apartment. 
The challenge for mar- 
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keters is to figure out how to change the story they are living so that their 
customers can change the story they tell themselves. What you make, where 
you make it, who makes it, how it’s priced and sold... they all add up to 
a perception. If you change these elements, the story will change, too.” 
Marketing experts are the first to admit that marketing works only in 
tandem with several other inputs. And after having gone through the gamut 
of experiences and economic scenarios, they are acknowledging a return 
to the basics—the four Ps of marketing: product, price, positioning and 
placement (or distribution). “Of course, the books tell you that the 4Ps are 





for products. For services, we need to add three more Ps (Process, Harish Bijoor 
People and Physical evidence),” says Y.L.R. Moorthi, Professor of Brand Specialist & CEO, 
Marketing, IM Bangalore. According to him, process is the key to the suc- Harish Bijoor Consults 


cess of dabbawallahs in Mumbai. People are key to Disney’s success, just 
as physical evidence is the key in experiential services like Choki Dhani 
(a restaurant that serves ethnic Marwari food in Jaipur). “With camel rides, 
ethnic dresses, photographs, somebody to wash your hands, somebody who 
serves with the love of a mother... Choki Dhani has con- 
verted eating into a treat of physical evidence. In 
services, the last three Ps are crucial,” says 
Moorthi. He adds that in recent times, yet an- 
። መስበክ | other P—pace—has become important. “BPL 
ad THE INDIVID Wren took 25 years to reach sales of Rs 1,500 crore; 
Res NAUES C did it in three years, he explains. 

TO DEFINING The economic boom of the last several 
SHADES TITY: THERE IS years had allowed companies to experiment 
THIS c CONFIDENCE . with marketing virtually on a blank slate. 
ርክ ATION, THE That party seems to be winding down to a 
ud DUAL _ close now. “It’s a tough market; the media is 
(COMFORTABLE IN | far more complex today and it's difficult to 

THE WAY ONE IS) AND catch certain target consumers... but in many 

REGIONAL INDIVIDUALITY | ways, the challenge is no different today “It's a tough market; the 
| than what it was earlier,” says Kripalu. media is far more complex 

There was never a time when customers today and it's difficult to 

were not price sensitive. There was also catch certain target 
never a time when customers were only price consumers" 
sensitive. “If all customers are price sensitive please tell me why multiplexes 
are so crowded? The point is value. Do you think people will really buy 
a Mercedes Benz if it were to sell at half its price? It will very likely be mis- 
taken for a fake. People moved from Surf to Nirma for a price advantage 
in the '70s. But people also moved from HMT to Titan in the '80s and '90s. 
If you give the right value, people will pay the price for it. Bad times should 
not be used as an excuse for bad marketing," says Moorthi. 

Indeed, on a more grim note, Anand Halve, Co-founder of 
Chlorophyll, a brand & communications consultancy, warns that the 
biggest challenge is not a marketing one, but a business challenge. “If 
the financial and investment community is going to ask for relentless 
growth, companies (especially publicly-held ones), are going to find 
themselves forced to launch products that don't work," he says. In 
fact, he adds that companies will be forced to stretch brands *so that 
a brand like Pierre Cardin, which was a premium brand at one "Irue marketing 
time, is a mass, cheap, brand today. Or, a brand like Louis Vuitton is mettle will only be 
going to create lower price products in search of top line growth, and evident in a downturn" 
risk destroying its brand equity". 

Point taken! Marketing is dead. Long live marketing. 


"Brands are acquiring a 
social consciousness 
and are getting more 
responsible" 
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Sukanya Kripalu 
Independent Marketing Consultant 


Director, MarketGate Consulting 
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SIMPLY DOES IT 





IRTEL'S BRIEF TO ACE BOLLYWOOD MUSIC DIRECTOR 

A.R. Rahman in 2002 was to create a tune 

that would appeal to not just the viewers, but 
also the listeners, of its advertisements. Rahman's sig- 
nature tune for Airtel is today the most downloaded 
piece of phone music on the planet. This year, Rahman 
composed afresh for the telecom giant's campaign 
for the Delhi Half Marathon scheduled for November. 
The unambiguous brief this time was to reach out to 
children. Cell phone users are already furiously down- 
loading the new tune. 

Airtel has never been short of ideas on catchy ways 
of reaching out. Over the last couple of years, however, 
it has systematically shifted gears to focus on simplicity 
and transparency of its marketing efforts—to make its 
advertisements direct, honest and easily understandable. 
The Airtel tag line at one time goaded garrulous 
Indians to *Express Yourself", is now a more functional 
“Breaking Barriers". “Some found the earlier cam- 
paign too intellectual to be effective across the country," 
concedes Manoj Kohli, CEO & Joint MD, Bharti Airtel. 

Then, its ads have dropped all asterisks or “con- 
ditions apply” fine print after it cut its roaming tar- 
iffs earlier this year. The company is also de-cluttering 
its brands strategy and moving towards a single 
mother brand for its entire basket of offerings 
ranging from broadband, fixed line, cell phone and 
BlackBerry services to the latest product—satellite 
television. Several mini brands, such as Touchtel, 
India One and Magic, have been retired and the 
products repackaged as Airtel. 

Branding and marketing alone, however, can- 


> CHALLENGE: Reach out to every Indian 
with one common message 


STRATEGY: Make the message 
direct, transparent and honest 


FOUTCOME: Brand awareness and rapid 
growth in market share 


72 BUSINESS TODAY NOVEMBER 16 2008 


not work if there aren't well-targeted products to 
take to the market. Airtel seems to have cracked the 
code there, too. Its lifetime validity for pre-paid con- 
nections is a global first and is hugely popular. 

How have these efforts fared? *Even those Indian 
villages that still have no roads or piped water and are 
yet to be electrified, are hooked to the global com- 
munications network," gushes Kohli. *Little children 
in these villages may not know how to read or may not 
have ever seen a railway station, pucca roads or a 
water tap, but they know Airtel.” 

Airtel's network now covers more than 385,000 of 
India’s 650,000 villages. And the intensifying com- 
petition has still not dislodged Airtel from the top. It 
added more than 30 million customers over the last 
one year alone, and every third mobile user in India 
Is its customer. Then, the company claims that an even 
higher proportion of high-end users are in its fold. Last 
month, Kohli was pleasantly surprised to find a van in 
Chhattisgarh that was backing up 
using the 2002 Rahman tune 
for its reverse gear horn. It 
seems Airtel is now part of 
India’s psyche. 

PUJA MEHRA 




























Airtel’s Kohli: In tune 
with consumers 
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BANKING ON TRUST 


used the once trusted, but 

then devalued, brand for 
13 years and built up a brand 
equity independent of its par- 
ent. The country’s third-largest 
private sector bank then 
changed its name to Axis Bank 
and got itself a new brand iden- 
tity a little over a year ago. 
That was the biggest marketing 
challenge as trust is the critical 
component of any brand, es- 
pecially in the financial services 
business. How did it overcome 
this challenge, and that too, in 
such a short span of time? 

Its campaign “Twins both 
equal” worked wonders for it. 
Twins were shown to convey 
that UTI and Axis are one and 
the same thing. “We, as a bank, 
rank high on brand recall,” says 
Hemant Kaul, President & 
Head of Retail Banking at Axis 
Bank. That is also reflected in 
its financial performance; its 
net profits jumped 77 per cent 
to Rs 403 crore in the second quarter of 2008-09, at 
a time when many of its peers are struggling under the 
grip of slowdown. Clearly, the credit for this goes to 
its marketing team. 

“We carry out a bi-annual survey to check the 
health of our brand. The last survey was carried out in 
April 2008, and showed an 81 per cent brand aware- 
ness, which is significant given that Axis Bank is a new 
brand,” says Kaul. 

How did Axis Bank penetrate its customers’ minds 
in a crowded space with more than 80 banks? 
“Cutting-edge technology and our unique distribution 
model did the trick,” he explains, adding that financial 
products have become a commodity in today’s market. 
In order to avoid this “commodity trap”, the bank de- 
veloped strong alternative channels, set up a differ- 
entiated sales model and created specific products 


J sete once trastea, bur 


UMESH GOSWAMI 
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RETAIL BANKING ` 


Axis Bank's Kaul: Driven by technology to 
keep up with the changing needs of customers 


> CHALLENGE: Re-branding UTI Bank as Axis Bank 


STRATEGY: It ran a successful campaign ‘Twins 
Both Equal' where twins were shown to convey the 
bank's new identity. 


POUTCOME: Profits, deposits and customer base 
have all grown significantly since the rebranding. 
This is significant, especially at a time when most 
other banks are struggling. 


for different customer segments. 

The bank's biggest market- 
ing vehicle is its ATM network of 
over 3,100 machines. The 
country's second-largest bank, 
ICICI Bank, has 3,950 and HDFC 
Bank has 2,850 ATMs. The 
bank's ATM strategy worked as 
it set up machines in key loca- 
tions like railway platforms in 
Mumbai. It has also been using 
its Internet banking model for 
greater penetration. “We have 
a large suite of features and 
functionalities on our Internet 
portal," says Kaul. Over the 
last 12 months, Axis Bank has 
added new functionalities on 
its Internet platform—like NEFT 
(National Electronic Funds 
Transfer), which allows cus- 
tomers to transfer funds to 
other bank accounts; and also 
On-line Fixed Deposit Request. 

Axis Bank's physical mar- 
keting strategy is also very dif- 
ferent from those followed by 
most other banks. It invested in 
building its own force of marketing agents and con- 
sciously opted not to hire DsAs as many other banks did 
to originate business fast. *This not only helped im- 
prove productivity, but also brought in good quality 
customers," says Kaul. 

So, what's in store for future? New generation 
mobile banking will clearly be on centrestage to reach 
every nook and corner of the country. Then, on the 
anvil is the aggressive cross-selling of banking products 
to its 10 million customers. “That’s a big opportunity 
for us," says Kaul, whose bank is adding 300,000 
new customers every month. Axis Bank is clearly on the 
fast lane and the explosive growth in business is all the 
more creditable given the mood of pessimism all 
around. “I’m not an economist, but we haven't seen 
any slowdown yet," Kaul signs off. 

ANAND ADHIKARI 
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Coffee and more 


HEN BOLLYWOOD FILM DIRECTOR TANUJA 

Chandra wanted new faces for a project in 

February 2008, she hunted them down at 
Café Coffee Day outlets. What better place to find 
them when 40 per cent of India's population is under 
25 years of age and when Café Coffee Day is a 
favoured hangout for them. But how did it attain 
this status across the country, especially when a majority 
of Indians have traditionally been tea drinkers? 

“We never present coffee as a mere brew (a la 
Starbucks), but offer a wholesome experience with it. 
We create an experience around our product. That is 
how we attracted the non-traditional coffee drinking 
youth, and got them to make coffee an essential part of 
their daily life," says Bidisha Nagaraj, President, 
Marketing. Besides, the cafes often conduct coffee 
festivals to introduce consumers to different types of cof- 
fee and ways of savouring it. Café Coffee Day, which has 
added 124 shops over the last seven months, is open- 
ing 25-30 new cafes every month. While discounts 
have been the norm elsewhere, the company hiked the 
sale prices of its products in June by an average 8 per 
cent to absorb rising input costs. The slowdown, 
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BREWING SUCCESS 


> CHALLENGE: To keep the 
brand young 


> STRATEGY: Innovation in for- 
mats, food & beverages, and 
marketing 


> OUTCOME: Increased business 
both in value & volume 


evidently, has not hit the chain yet. “People hangout with 
friends to overcome the mood of gloom. They just love 
the experience at our cafes,” says Nagaraj. Without re 
vealing figures, Nagaraj claims that the 687-store chain 
has been growing not just in value terms, but in 
as well. Little wonder it has not cut its marketing spends. 

The company, promoted by V.G. Siddhartha, looks 
unshakeable, even formidable, considering the way it in 
vaded the traditional tea market. But it is not smug. “We 
constantly work on innovations in terms of consume! 
experience and formats. We pay attention to the 
est details, like the type of music youth like, and often 
play region-specific music. We also break the monot 
ony by introducing newer products every quarte: 
spect of formats, too, we keep unveiling new ones. We 
are now looking at coming up with a numl 
lounge-type formats over the next two years,” say 
Nagaraj. Then, having tasted success with “cafe con 
certs" involving popular bands, it is planning t 
more such concerts in the coming days. 

The company now markets itself as India’ 
youth aggregator. This is earning it busines 
brands like Airtel, Google and Yahoo!, which 
their catchy ad messages on the walls of its cafes. “Ou 
marketing model is unique. We don't do our promo 
tional campaigns in a conventional way, but try diffe: 
ent methods each year. For instance, our ‘Friends of 
Coffee’ on the last Friendship Day was a huge hit. 
Celebrities as well as others sent witty 
why they like coffee. Next time, we will hit upon an 
theme with a similar appeal," Nagaraj says. In fact. 
one couple, bonded by Café Coffee Day, nick | 
their child Beany. 

Clearly, coffee parlours are an idea whose ti 
come. Only, Café Coffee Day has ridden this boom 
better than others. 
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COCA-COLA INDIA 


> THUMS UP TO 


GROWTH 


> CHALLENGE: Grow all its brands, make 
bottling operations viable and earn profits 


STRATEGY: Raised price of Coca-Cola from 
Rs 5 to Rs 8; widened distribution reach 


ሁ OUTCOME: Has achieved volume growth 
and has become profitable 


HE BUZZ ABOUT COCA-COLA INDIA’S NINE STRAIGHT 
quarters of growth is getting louder. There’s 

brisk offtake of its nine brands and all of them 

have become market leaders, according to market 
research data compiled by The Nielsen Company. 
Kinley, its water brand, has just inched up to the #1 
spot at the retail end (which excludes the bulk-pack, in- 
home consumption of water, where Bisleri still leads). 
It’s a sustained, though late, vindication for a com- 
pany that has invested $1.2 billion (Rs 5,880 crore) in 
India since it re-entered the market in 1993 after a 
gap of 16 years. “When I came back again to take 
charge of the India operations three years ago, the 
business was certainly not in a good shape. Our bottling 
operations were not healthy, losses were mounting, 
employee morale was low and we were facing a 30 per 
cent attrition rate. There were also health concerns 
and many false allegations were sticking because we were 
not doing well,” says Atul Singh, President & CEO, 
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Coca-Cola India’s Singh: 
Reaping a rich harvest 








Coca-Cola India. To understand the achievement of the 
company, the context is relevant as Coca-Cola India has 
had to struggle to find its feet in this market. The 
strongest criticism of its marketing strategy came in 
the wake of its decision to invest in its own brands rather 
than Thums Up and Limca, the leading domestic brands 
it acquired from Ramesh Chauhan’s Parle in 1993. 

However, after a decade, it finally found its voice 
in early 2000 with its “Thanda matlab Coca-Cola" ads, 
only to be done in by the pesticide controversy and also 
its decision to offer Coke at Rs 5 (which, however, 
worked wonders for its popularity). 

[n line with the global vision laid out by the then 
Coca-Cola CEO Neville Isdell, Singh put together a road 
map based on the Manifesto of the five Ps (Portfolio, 
Partners, Profits, People and Planet). *We had to 
make the business profitable for our bottling part- 
ners and, eventually, ourselves. We decided to cut 
out unnecessary expenditure on marketing that was not 
working and focus on the needs of consumers. We also 
took the hard decision to increase prices," says Singh. 

[n addition, Coca-Cola India has widened its dis- 
tribution reach and built a portfolio of brands that also 
offer variety in its packaging innovations. As a corol- 
lary—and ironically— Thums Up, the #1 cola brand in 
the country, accounts for the largest share of its pro- 
motional budget. Result: Coca-Cola India has recorded 
an 18 per cent increase in sales volumes in the July- 
September quarter this year and its sparkling and 
fruit drinks command a 57 per cent market share in the 
Rs 6,000-crore segment. Clearly, its marketing efforts 
are reaping the company a rich harvest. 

SHAMNI PANDE 
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nna be charged? Nippo next generation chargers are here to ‘Recharge your batteries’, literally. The innovative Trickle Cha: gi 
ture* and an attractive LCD display* lets you be In-Charge of unlimited fun. 


| range of chargers is available in leading retail stores across India. Go get it! 
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STYLE, SUBSTANCE 
AND PURPOSE 





> CHALLENGE: Create a well-orchestrated back- 
end and front-end to manage growth 


STRATEGY: Going in for a variety of retail 
formats 


P OUTCOME: It has stores at very convenient loca- 
tions that have allowed it to expand its business 


ymous with “western”, and Indian chic, from a 

handful of designers, sells at outrageous prices, 
Fabindia has taken the contrarian path to success. 
“The focus of modern marketing in India is to try to 
make a consumer pay high prices for brands on the 
strength of their association with western culture. Is that 
fair to consumers in a country that has an incredible 
range of rich cultures?" asks William Bissell, Managing 
Director, Fabindia, the Delhi-headquartered retailer of 
handloom garments and other craft products. Bissell’s 
strong belief that middle class Indian consumers could 
be nudged towards better appreciation of India's tra- 
ditional crafts and skills prompted Fabindia, in 1992- 
93, to shift focus from the export market to the do- 
mestic one. In retrospect, that belief seems almost 
prescient. The strategy has resulted in Fabindia grow- 
ing from a one-store show in the mid-1990s to 95 
stores in 41 cities now. 


L A COUNTRY WHERE “FASHIONABLE” IS OFTEN SYNON- 
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Fabindia’s Bissell: 
Czar of ethnic wear 








The retail chain describes its merchandise as 
“crafts-based, hand-processed, natural, and contem- 
porary”. The underlying message is that buyers of 
Fabindia products are exhibiting a sophisticated ap- 
preciation of the arts and skills of home-based artisans 
and staying away—for a change—from mass pro- 
duced items. The company spends nothing on ad- 
vertising in the mass media, relying, instead, on in- 
store promotions and exhibitions. “Our promotions 
are based on our ideology of promoting Indian hand- 
icrafts and helping craftspeople. So, we organise 
‘crafts mornings’ where we invite artisans to speak 
about their art to an audience. We also invite experts 
to speak about themes like environment protection 
and organic foods, which our products relate to,” says 
Sunil Chainani, Director, Fabindia. 

The company has expanded its product range 
from apparel to furniture, organic foods, body care, 
and recently launched handicrafts-based jewellery. 
The focus of marketing has also been on increasing the 
reach of Fabindia in big cities like Delhi, Mumbai, 
Bangalore and Chennai and making the products 
more affordable, with an eye on the expanding its mid- 
dle class consumer base. The location of stores seems 
well thought out; a few in Mumbai are housed in 
heritage buildings and one in Bangalore is in a house 
designed by famous architect Charles Correa. And 
store managers are trained to help and advise customers 
(for example, a young couple) on how to set up their 
new home. The formula is working like clockwork. 
Fabinidia posted sales of Rs 260 crore in 2007-08. 

KAPIL BAJAJ 
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Think about the good times. Chances are that each time there's been a moment of joy, an 
occasion to celebrate or just an instance of fun, we played a little part in it. Our sparkling 
beverages enliven the instant. Our tea and coffee refresh the moment. Our juices and water 
replenish you. For one little second. One drop at a time. 
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To know more about how we spread joy, log on to www.coca-colaindia.com rE Sadis Pá Lid. 
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IDEA CELLULAR 


© [T AINT ABHISHEK 


SILLY, ITS IDEA 


> CHALLENGE: Make a full range of services relevant 
across consumer classes and yet remain distinct 


> STRATEGY: Sticking to the essential brand 
promise—the power of an idea—and marrying good 
consumer experience with it 


> OUTCOME: Subscriber base grew 66 per cent in the 
past one year, higher than the industry's 50 per cent 


communities Purmis and Thumihars fighting 

each other in a village setting. The sarpanch of 
the village, played by Abhishek Bachchan, declares 
that, henceforth, no one will be known as a Purmi or a 
Thumihar. Everyone will be known by a number. The 
ad goes on to show every person being known by a 
nine-digit number that starts with 9 and it stops the 
fighting in the village as people forget their caste iden- 
tities. Another ad shows Bachchan as the principal of a 
missionary school—who sets up distant rural education 
centres connected by a mobile phone. The teacher 
talks to students through the phone that is put on a 
loudspeaker and the school manages to teach many 
more students than its capacity. 

The rural setting indicates where Idea as a brand 
comes from—"The Other India”, as its Managing 
Director Sanjeev Aga had said at its Mumbai launch. 
“Abhishek Bachchan does not play Abhishek 
Bachchan in our advertisements. He plays ‘Idea’. 77 
When one sees Lawrence Olivier playing 
Hamlet, it's Hamlet one sees, not Lawrence 
Olivier," he explains, adding that the ad (22 
campaign came out of the desire to meet the HKG 
challenge of being relevant to a full spectrum 
of consumers, offering the entire range of serv- 
ices, and, yet, staying distinct. 

The big idea, he says, was “inclusiveness”. ¥ 
An ‘Idea’ can change everyone’s life. The brand 


| FIRST ADVERTISEMENT SHOWED TWO FICTITIOUS 


communication, by definition, had to be inclusive. “A S&S 


N 


big idea will stand out of the clutter in good times or 
bad. Our brand ambassador, Abhishek Bachchan, sym- 
bolises the value of the brand, not the trappings of a 
celebrity,” he adds, crediting both the marketing team 
at Idea and the creative team at Lowe Lintas for 
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Hm 13). 
AUC 


developing the campaign, adding that “it came straight 
from the heart". The target geography was almost 
the entire country but primarily the 13 circles that 
Idea operated in. The company is now expanding 
from 13 to 22 circles across the country. 

Idea Cellular is set to launch operations in Bihar 
next, and it will be interesting to see how it goes 
about it. Aga says: *Just as when Toyota enters India 
they come in with their global experience—lIdea, too, 
Is entering new markets like Mumbai and Bihar, but 
with loads of experience gained from the rest of India." 

Asked whether the 44 per cent drop in net profits 
(for the quarter ended September 2008 over the same 
quarter of 2007) will take some sheen off the brand, 
Aga asks: “Tell me, do you change your toothpaste or 
soap looking at the manufacturer’s quarterly results? 
Our consumers are concerned about whether the 
offering is from a good company and from a good 
group. The answer is yes.” Idea’s sales were up 47 
per cent during the quarter under review. Over the last 
one year, Idea’s subscriber base 
has grown almost 66 per cent 
from 18 million to 30 mil- 
lion compared to a 50 
per cent subscriber 
growth in the industry. 
This idea, then, has ob- 
viously changed Idea 
Cellular’s life. 

SUMAN LAYAK 
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"HE WHO DARES WINS" 


Mr. Sudip Bandyopadhyay, Director & CEO, Reliance Money Ltd. 
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"Our relationship with IFIM Business School encompasses Curriculum design, i 
programmes and soft skills training. We also have a scholarship instituted for meritorious 
students. Our campus recruitments have been extremely successful and we are looking at 
extending our relationship with this particular business school as it caters to the kind; 
requirement we are searching for." 


To recruit from a breed of go-getters, visit www.ifimbschool.com 
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= ° Wooing international 
students.and recruiters 


ሸኘ HE PITCH IS UNIQUE. “WE HAVE SCRIPTED OUR 
version of a T20 victory," is how Ajit 
Rangnekar, Deputy Dean, Indian School of 
Business (ISB), broke to students the news of the young 
B-School making it to the Financial Times list of Top 
20 B-Schools in the world late in January this year. 
Later, reflecting on the impact of the ranking on the 
school, Dean M. Rammohan Rao told Business Today: 
“The FT ranking has led to a lot of interest in the 
school." Such publicity is particularly welcome as ISB 
seeks to attract more international students (it is tar- 
geting 8 per cent in its next batch, compared to 4-5 per 
cent at present) and more resident faculty (31 now). 
"The challenge has been to market the school 
globally," says V.K. Menon, Senior Director, 
Admissions, Financial Aid & Career Advancement 
Services, at ISB. And by the looks of it, it is already 
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Marketing the school to 
recruiters and students across the globe 


PSTRAT Focus on and target 
high-potential markets 
100 per cent increase 


in the number of international offers 
last year 


getting there. “Last year, our students were placed in 
23 countries around the world," says Menon. 

So, how does the school go about marketing itself? 
"We focus and target high-potential markets," says 
Menon. For instance, since last year, ISB has been 
targeting the Asia Pacific region. Explains Menon: 
"Right now, in terms of placements, the Asia Pacific 
region is booming. At present, there is a high demand 
for high-end MBAs from companies in Singapore, 
Hong Kong, Australia, Dubai and the rest of West 
Asia." As a result, the school expects the number of 
companies coming to the campus from these places to 
rise 20-30 per cent this year and compensate for the 
slowdown in the West. 

So, how is it reaching out to its target audience 
(both potential students and recruiters) in these loc- 
ations? It has in place various initiatives ranging 
from e-networking and e-marketing, to database 
marketing (targetting potential students—those that 
have taken the GMAT automatically become its target 
candidates), road shows and partnering with car- 
eer counsellors in these regions. It also undertakes 
viral marketing and taps into its alumni network 
across the world. Menon declines to share details on 
ISB's marketing budget except to say that it is pro- 
portionate to its increasing needs. 

So, what is unique about the way the school mar- 
kets itself? “We do exactly what most companies do. 
First, we analyse and figure out the best markets, the 
best segments and best targets and go for them." 

Considering that it has, in a short span of seven 
years (it admitted its first batch of students in July 
2001), become as famous as—and as the rr ranking 
shows, sometimes even more famous than—the much 
older IIMs, it must be practising a lot of what it teaches 
its students. 

E. KUMAR SHARMA 






ዘ LALIT MODI 


THE HOME RUN 


TS THE MOTHER OF ALL MARKETING SUCCESSES AND 

has put Twenty-20 cricket in India at par with the 

largest sports franchises around the world. Christened 
the DLF Indian Premier League (IPL), the T20 cricket 
competition created by Lalit Kumar Modi, Chairman & 
Commissioner, IPL, and Vice President, Board of Control 
for Cricket in India (BCCI), has transformed the global 
cricket landscape and underlined the Indian cricket 
board's position as the 800-pound gorilla in the 
International Cricket Council (ICO). 

But success has not come easily to Modi and the 
BCCI. To begin with, they were beaten to the T20 draw by 
the Zee Tv-backed Indian Cricket League, which launched 
its tournament a few months before IPL. Many, in fact, say 
that it was the ICL threat that goaded Modi to get his act 
together in a hurry. Much hectic lobbying later, BCCI and 
Modi succeeded in getting ICC to dub the ICL a “rebel” 
tournament, thus, denying it the legitimacy required to at- 
tract the top cricketers in the world. Then, it had to con- 
tend with covert hostility and opposition from the 
English Cricket Board, which feared (in retrospect, real- 
istically) the loss of its own (fading) primacy in ICC and a 
devaluation of its county season in the international cal- 
endar. But Modi soldiered on regardless, and how! 

Modi is justifiably elated. “Of course, I feel vindicated. 
I would not be speaking the truth if 1 said otherwise. 
Sceptics had raised all kinds of doubts and objections be- 
fore IPL was launched. The concept of city teams was un- 
tried and untested,” he says. The new short format left an- 
alysts wondering whether people would actually be in- 
terested and there were also sneaking suspicions about the 
new league's ability to attract eyeballs especially as its tim- 
ings (from early evening to late night) placed it headlong 
in competition with saas-babu soaps on television. “1 am 
glad that IPL proved to be a runaway success and BCCI was 
able to realise a long-cherished dream. I think it is all 
about believing in yourself and having the conviction to 
carry on with your beliefs in spite of the odds," says Modi. 

And proof of the pudding is in the eating: Today, for- 
eign cricketing boards are looking to replicate the success 
of the Indian format. “Cricket Australia, ECB and Cricket 
South Africa are all looking at ways to duplicating the IPL’s 
success in their respective countries. What better testimony 
can there be to IPL than this?” asks Modi. 

SHAMNI PANDE 


PURUSHOTTAM DIWAKAR 
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ILL 18 MONTHS AGO, 
Moser Baer did not 
need to face con- 
sumers too much. Its optical 
media business (CDs and DVDs) 
did not require any signifi- 
cant marketing effort. 
However, that changed when 
it diversified into the enter- 
tainment space. The com- 
pany, one of the world’s low- 
est cost optical disc manufac- 
turers, now also retails home 
videos across India in Hindi 
and other regional languages. 
Changing a company’s 
DNA is not easy, but the op- 
portunity was too huge to 
pass up. Statistics showed that 
in developed markets such 
as the Us, the consumption 
of home videos was at least 
twice that of the theatrical 
consumption of newly re- 
leased movies. *In India, 
however, the home entertainment market is barely 10 
per cent of the theatre sales," says Ratul Puri, Executive 
Director, Moser Baer. Clearly, there was tremendous 
headroom for growth, but rampant piracy, high cost 
of content and highly fragmented ownership of that 
content were impediments to the development of 
scale, distribution network and marketing presence. 
The starting point, obviously, had to be content 
sourcing. Moser Baer kicked off its initiative in early 
2007 by picking up the rights to over 10,000 titles 
across languages. It then started putting in place a 
massive Hindustan Unilever-type pan-India distribution 
network. “If our products are to be available at the 
price of a chocolate or toothpaste, then we had to be 
present at outlets where such products are available," 
says Harish Dayani, Chief Executive, Entertainment 
Division, Moser Baer. 
Since then, the company has expanded its reach to 
150,000-plus outlets across the country and plans to 
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Moser Baer's Dayani: Filming a success 


> CHALLENGE: To create a niche in the 
home entertainment industry where 
piracy reigns 


> STRATEGY: Use technology to drive 
volumes in its new business 


> OUTCOME: Has become the largest 
player in the home entertainment sec- 
tor across languages 


scale this up to more than 
500,000 points of sale over 
the next couple of years. 
Next, it proposes to push (lit- 
erally) its wares to vendors on 
hand carts and cycle carts 
(akin to ice-cream carts). 

Moser Baer backed this 
distribution effort with a mas- 
sive brand building campaign, 
spending Rs 25 crore in the 
first year alone. This year, 
too, it will spend about Rs 
20 crore to extend its “Hello 
Happiness" line further in 
second week of November. 

The clincher, of course, is 
the pricing—at Rs 34-50 for 
Indian content and Rs 69-149 
for foreign content, its prices 
are comparable and some- 
times even lower than pirated 
products, but deliver much 
better, and consistent, qual- 
ity. Here, its technological 
edge and manufacturing capabilities gave it a distinct ad- 
vantage over its rivals. 

The success of the strategy was demonstrated by 
films like the 15-year-old Bollywood superhit Baazigar, 
which sold 150,000 copies on first day of its release. 
Recent films such as Jab We Met and My Friend 
Ganesha have been other such runaway hits. 

The challenges, however, remain significant. Despite 
Moser Baer’s obvious advantages, pirated content 
still commands a significant market share. The gar- 
gantuan numbers involved in the business model is 
another challenge. Therefore, in addition to its phys- 
ical distribution model, it is also putting in place an 
online sales model. Next on the anvil is a plan to 
take its model overseas. “Why should a newly- 
released Hindi film not be available on the streets of 
New York at $2 against a pirated version at $4 or an 
original at $20?" asks Dayani. Why not, indeed? 
SHALINI S. DAGAR 
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HE GOOD M, AS TATA GROUP CHAIRMAN RATAN 
Tata dubbed Gujarat Chief Minister Narendra 
Modi after finalising the deal to relocate the 
Nano car project at Sanand, dismisses all allusions 
to him being the “CEO” of Gujarat. “I don’t agree 
with this concept of a Chief Minister being a CEO 
because to a CEO, his own interests are paramount. But 
Pm a trustee (of the state's interests)," he says. The 


moniker, though, is well deserved. A recent መ 


study by the Reserve Bank of India shows that 
the state received investment proposals of | 
Rs 62,442 crore, 22 per cent of the total in- | = 
vestments in the country, up to March 2008. | 


So, what is Gujarat’s USP, or rather, and more !8 راي‎ 


importantly, what does Gujarat sell that 
others don't? 

To many investors, it is simply the im- 
age of the chief minister as a no- 
nonsense administrator who de- 
livers on his promises. “An in- | 
vestor looks for the security of 
his investment and we have a 
track record of minimal labour 
trouble and man-day losses. 
If someone gets good—and 
proactive—governance, it’s 
but natural that money will 
flow in,” reasons Modi, 
who has governed the state 
with an iron hand for the past 
seven years, and delivered, 
during this period, astonish- 
ing results on both develop- 
ment and industrialisation. 

But the journey to the 
top hasn’t been easy. 
Battered and shattered 
by the earthquake in 
Bhuj in 2001, Gujarat 
was barely recovering 
when Godhra—and the 
devastating riots that 
followed—took place in 
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P CHALLENGE: Building the state's brand 
value after the riots — ^ . 
STRATEGY: Target Gujarati diaspora for 
investment; focus on infrastructure; 
speed up decision-making - 


>» OUTCOME: State accounts for 22 per 
cent of the country’s investments; has 
revenue surplus 


2002. “Look, we can keep harking back to those c 
or we can move on and 1 choose not to get stucl 
time," Modi says. And move on he did, concent 
ing on industrial and infrastructural developm 
by appealing to the sentiments of the Gujarati d 
pora through the biennial Vibrant Gujarat concla 

His favourite selling lines: trade with traditi 
commerce with culture and entrepreneurs 
with entertainment. 

Today, as he promotes the concep 
‘rurban’ (rural and urban) culture—r 


+ viding urban amenities in rural areas, s 


as 24-hour 3-phase uninterrupted po 
supply and broadband connectivity—M 
sits easy, as even his detractors are buying 
story. It was the then Thermax Chairper 
Anu Aga who had criticised Moc 
a CH conclave for his handlin; 
the post-Godhra riots. Tox 
that very company is 
vesting Rs 450 crore 
its new plant 
Vadodara. 

That Modi’s 1 
mula works is evic 
from the stat 
finances. “In 2€ 
when I came 
power, Guja 

had a reve: 
deficit of 
6,700 crore; toc 
we have a reve: 
surplus of Rs 2,. 
crore,” he says. 
Obviously, M 
the marketer ` 
managed to wipe 
some of the taint | 
had sullied his, and 
state’s, reputation 
years ago. 
TEJEESH N.S. B 


AMIT KUMAR 


Our collection of calibres is truly unique in the world, not only by the sheer number 
of calibres but also by the unparalleled breadth in design, shape and level of 


complication. Each of our timepieces is equipped with its very own numbered Tt 


movement, specially created to enhance its specific design and achieved its functions, 
with over 60 calibres in creation today. Since our founding in 1833, the Manufacture 


has created over |000 calibres. Absolute leadership in the history of watchmaking. 1 | 5 
HAVE YOU EVER WORN A REAL WATCH? JAEGER-LECOULT 


Manufacture Jaeger-LeCoultre, Vallée de Joux, Switzerland, since 1833 


Boutique - 245, DLF Emporio, New Delhi, 460 982 09 / 10 
° Johnson Watch Co. Pvt. Ltd., New Delhi, 415 13 110 or 246 42 255 * Kapoor Watch & Co., New Delhi, 413 45 678 
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NEASY LIES THE HEAD THAT WEARS THE CROWN. 

Titan Industries has been India's largest watch 

brand for more than a decade now. But as it 
sought to extend its dominance to other categories, 
it faced an all new set of challenges. When it entered 
the mostly unorganised eyewear market with the 
Titan Eye+ range, it found a potentially lucrative 
market (up to 30 per cent of Indians requires vision 
correction) that was scattered and dominated by 
unbranded low-cost players. 

“People face a largely unorganised, unstructured, 
non-transparent industry that offers products of ex- 
tremely poor quality and finish,” says Ravi Kant, 
coo, Eyewear, Titan Industries. As the third major line 
of business—after watches and Tanishq, its jewellery 
line—Titan put all its marketing muscle behind its 
new initiative. “We not only stressed on quality, but 
also made eyewear fashionable,” says Bhaskar Bhat, MD, 
Titan Industries. Besides selling its own eyewear, 
Titan Eye+ has become a one-stop shop for global 
brands. “We are expanding at the rate of two stores a 
week. To support the store expansion process, we are 
focussing on ground-level activations,” says Kant. 

As a dominant player in the organised watches 
segment—estimated at 42 million watches per an- 
num—Titan’s key focus is on reinvigorating its 
brands and expanding into the hinterland. It did 
this with Sonata, its value brand. Backed by cricketer 
M.S. Dhoni, the brand has waded into this market 
with Super Fibre watches in 68 varieties. Says Harish 
Bhat, Coo, Watches, Titan: “We piloted watch sales 
in Tata Kissan Kendras owned by Tata Chemicals. 
Now, we want to expand our 2,500-store retail 
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> CHALLENGE: Extending Titan and its 
allied brands into new categories and 
sub-segments 


> STRATEGY: Focus on strength of the 
Titan brand and quality of new products 


> OUTCOME: Strong growth of Titan 
Eye+ eyewear label, with two new 
stores opening every week 


presence multi-fold.” 

In jewellery, C.K. Venkatraman, coo, Tanishq, has 
had to battle constantly fluctuating gold prices as the 
brand sought to expand its business. Tanishq recently 
initiated a scheme to allow people to exchange their 
old gold jewellery of lower karatage (19.9K) for 22k 
gold. *This helped us tap non-Tanishq customers," 
says Venkatraman. 

^We also need to prove that it is worth paying 
more for our products," says Bhat. So, at its Eye+ 
stores, Titan offers services such as personalised style 
consultancy and a style section where you can pho- 
tograph yourself and compare your looks. *Our cam- 
paign ‘Who do you want to be today?’ was based on 
the insight that customers play different roles in their 
lives and would like to choose eyewear that suits 
those roles," says Kant. Despite the slowdown both 
globally and in India, Titan is reluctant to cut down its 
marketing and advertising spend. “Cutting marketing 
spends is not a solution to such situations," says Kant. 
“Sales are the ultimate goal of any business; so, 
marketing activities have to continue." 

RAHUL SACHITANAND 
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Every loan isn't ; 
designed 
for your need. So Sea rch 


for the one that is! 


Educational Campaign : A special initiative by SBI. 


Selecting the best loan. 

Looking for the right loan is fraught with risk and possible confusion. A wide variety exists. Each one 
offering you something that you may or may not need. The crux of the solution lies in identifying your 
need. One loan does not fit all. Similarly, one rule does not fit all. However, there are broad guidelines that 
you can follow so that you are assured of getting the right product at the right price. 

Accessibility: Ask yourself how reachable is your lender if a problem or an additional need crops up? 
Wide range of capabilities: Your financing needs may be simple today. But in the future you could need 
more sophisticated financing. Ensure that your lender is able to satisfy those future needs. 

Be aware of your total financial commitments: Look for financiers who offer you customised solutions 


for your financial needs. Always scrutinise the terms and conditions on loans and factor in recurring 
costs. Your needs are unique and so should your plan be. 


For more information please write to us at contactcentre@sbi.co.in Or call 1800 11 2211 
(Toll free from BSNL/MTNL landlines) or 080-26599990 


SBI is not responsible and disclaims any liability for actions/decisions based on the above. 
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HEED THOSE 


What has worked in communication, and what has 
not? Here’s a sampling of some choice servings of 
the sublime and the ridiculous. SHAMNI PANDE 


“Yelling with gusto used to be the best wa © advertise 


your wares. There was plenty of medi @ and if you 

had plenty of money, you were set. Today, of course, 
yelling doesn’ 1 work so well” 

Seth Godin, best selling author 

of Permission Marketing 


ARKETING AS A FUNCTION HAS RUN 
through the gamut of communication 
options that have been available 
through the ages—from yelling, ad- 
vertising on walls, print, radio, tele- 
vision, direct selling, Internet... and then coming back 
a full circle to sell the old wine in a new bottle. That is 
why, looking back from time to time is a good way of 
moving forward. And recounting the marketing story 
through ads and the four Ps of marketing (product, 
price, promotion and placement) is a good check, es- 
pecially at times such as these when a-global slow- 
down is slamming the brakes on India’s growth story. 

Of course, different people have different memories 
of what worked, and what did not. Straight up, the fun- 
damental difference over the years, according to Anand 
Halve, Co-founder, Chlorophyll, a brand and marketing 
consultancy firm, is that while FMCG (fast moving con- 
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sumer goods) was the most visibly marketed cate- 
gories from the 1960s to the 1980s, the years since then 
have seen durables, services, hospitality, entertain- 
ment, retail, and technology as the most aggressively 


marketed segments. “In durables and in services-led cat- 
egories, ‘brand behaviour’ and ‘actual performance’ are 
far more important than in FMCG. As a result, the role 
of mass media has weakened, and the role of cus- 
tomer recommendation, or, word-of-mouth and cus- 
tomer service have become far more critical,” he says. 


There are many ways of telling a story and it serves to 
check them out in time slabs and in terms of the in- 
fluences (largely moving from print to television that 
has grabbed popular imagination). The economic and 
social realities of an era tend to play upon what we as 
consumers desire and seek. In retrospect, periodic 
themes also become apparent. In the immediate post- 
Independence era, the dominant images were those of 
the jawan (soldier) and kisan (farmer). Everyone else 
was in between these two heroic personas. The soldier 
protected the nation from external enemies and the 
farmer fed a hungry nation not yet self-sufficient in 
food. “Advertising then spoke of saving, hard work and 


frugal consumption. Products were very long last- 
ing, functionally strong and even cosmetically hard- 
looking. The landmark ad from that era was the one 
depicting Lifebuoy,” says marketing expert Harish 
Bijoor, CEO of Harish Bijoor Consults. 

This picture of a sweaty, hardworking man bathing 
with a hard, red carbolic soap, on the tandorosti 
(health) platform somehow stood the test of time and 
continued till well into the 19905. Hindustan Unilever 
(HUL), which owns the Lifebuoy brand, changed the 
product as well as its imagery only in the early 2000s. 

Interestingly, certain themes have endured—like 
Lux, with its plank of “Cinestar’s Beauty Secret” but 


the same story is now more consumer-centric: “While 
Lux has always stood for being a filmstar’s soap (it was 
prestigious then for actresses to be asked to endorse 
Lux as it afforded them greater visibility), now, its 
plank has shifted to “Discover the Filmstar in You’. 
There’s a huge difference,” points out Santosh Desai, 
Managing Director & CEO, Future Brands. 

The 19805, and the advent of colour television sets 
in India brought about a seismic change in the Indian ad- 
vertising scenario. Consumers were exposed to more 
complex shades of influences. At one level, there was the 
bikini-clad Karen Lunel under a waterfall, the poster girl 
for Liril soap, who successfully pushed the sales of the 
soap up (the ad made its debut in late 1970s but it was 
a watershed moment that ushered in the radical and 
more complex influences of the next decade). In fact, this 
is when motorbikes, too, make an entry in a big way. 
“These were (comparatively) more ostentatious machines 
than those available at that time; and Hero Honda 
turned us into a biking nation," says Shripad Nadkarni 
Director, MarketGate Consulting. 

In many ways, this was the era when the Indian 
middle class had its first real brush with the outside 
world. Pranab Mukherjee, as Finance Minister in 
Indira Gandhi’s Cabinet, cut tax rates and allowed NRIs 


to invest in the stock markets; Swraj Paul launched hos 
tile corporate raids against Escorts and the Shriram 
Group; and a clutch of upcoming business tycoons. led 
by Dhirubhai Ambani, Raunag Singh, Vittal Malha عم‎ 
others, challenged the hegemony of the incumbent or- 
porate leaders. The old order was changing: Indians 
were beginning to lose their innocence; and the ads 
captured the spirit of the times. 

The 1980s was also the time when Bajaj Auto 
launched its Hamara Bajaj ad line (it kept changin its 













imagery but retained the li 
heels of the goyerntient’ 
Miley Sur Mera Tumhara ü 
drive and rode-a'still incipi p pi 

Indian. During this decade, | arsanbhai Pate! anc his 
Nirma brand of detergent stormed the market with a 
catchy Washing Powder Nirma jingle and its afford- 
ability plank, and HUL (then Hindustan Lever) fought 
back with the “Lalitaji” campaign for Surf and initiated 
the Wheel detergent into the market. But the decisiv: 
moment was the launch of Maruti 800, which, in 
many ways, allowed the middle class to visualise a: 
escape from socialist drudgery. 

These were, in fact, just a trailer to the decadi 
that followed—when Indians gave free rein to their a: 
pirations. “When I joined advertising in the mid- 80s, 
shampoos were still an exotic category. Hair oils ruled 
and it was the image of thick hair, groomed neatly i 
place. Shampoo advertising sent out the image of a lib 
erated woman, outdoors, with unbound hair." say 
Desai. It was a powerful subliminal sub-text in the tran: 
formation of a society where the product (that had e» 
isted long before) finally clicked along with its messag 
As the 1980s were drawing to a close, it also saw th 
cricket field being used in a big way for the first time b 
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advertisers in the 
Reliance World 
Cup in 1987. 
The 1990s saw 
the bottle “open up” as Pepsi suggested 
that people could have frivolous fun. This decade also 
unleashed another beast in the form of the mass media. 
At another end, Kamasutra condoms established the 
legitimacy of pleasure. And there was also the instance 
of communications experts creating the Fevicol brand 
out of an industrial adhesive. 

The current decade has seen the true arrival of a per- 
sonal media in the form of the mobile phone and the 
Internet. It has also been marked by a dizzying rise of 
celebrities in advertising as brand endorsers and the full- 
fledged emergence of cricket as the new playing field. 


Shifting Image 

But why have certain ads that build great brands, in- 
cluding those that people still recall, faded out? That’s 
a trick question. “Do you mean ads have faded? Or do 
you mean the products themselves have faded out?” 
asks Desai. Among the many calls that marketers 
have to take, the most difficult are those relating to 
pulling back popular ads that have worked brilliantly. 
Related to this issue, sometimes, is the call on when a 
product itself ceases to be relevant to consumers. 

Often, brands that connect very powerfully with an 
era find it difficult to stay relevant at another point in 
time. “Brand imagery, too, needs to be constantly 
reinvented to keep it relevant. Often, brands represent 
much more to people than the product itself. Hence, 
when times change, people either lose sight of what a 
certain thing stood for or they find that the product 
represents others and not them,” he says. Interesting 
marketing is about a strategy that has a connection with 
times that the people live in. 

But advertising is not the only vehicle of commu- 
nication. “Ads, along with sales promotions, personal 
selling, direct marketing and public relations, form 
the pancha tantra of communication. Some companies 
that don’t even advertise become great brands. Infosys 
Technologies was built primarily on PR, i.e., stories writ- 
ten about Infosys in newspapers. For that matter, have 
you seen any ad of Reader's Digest?" questions Y.L.R. 
Moorthi, Professor of Marketing, IM Bangalore. 
According to him, there are some interesting bench- 
marks in other modes of communication as well. 
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In fact, Moorthi offers some business-to-business 
examples of success—such as BHEL, which started as a 
collaborator for ABB and became a powerful com- 
petitor. Bharat Forge (the largest manufacturer of 
forgings in the world), MicroInks (new avatar of 
Hindustan Inks whose customers include The 
Washington Post), Essel Packaging (it makes the tube 
of the toothpaste you use; it is also the world leader in 
that category), Sundaram Fasteners (which has con- 
sistently earned the Best Supplier Award from General 
Motors). *And, of course, there is the outsourcing 
SWITCH story (SWITCH is the acronym given to the 
“Awesome Sixsome”—Satyam, Wipro, Infosys, TCS, 
Cognizant and HCL—by Gartner),” he says. 


TUFF Choices 

Often, the big mistake that marketers make is to try to 
create a sensation, or, offer inane planks that mean 
nothing. “For instance, there was a coffee called MR 
Coffee, which pretty much showed the sexual act on 
screen with the backdrop of a steaming cup of coffee. 
It vanished from the shelves before even the ad regis- 
tered.” Then, there was a brand of shoes called Tuffs 
for which models Madhu Sapre and Milind Soman 
stood almost nude. It did not help the brand much. 
This happened because the other three Ps were not 
properly aligned to the promotions and ads. “No 
wonder they didn’t fly,” says Moorthi. 


What's the Theme? 


This begs the question: is there any overarching theme 
in ads now? *One finds the notion of the body gain- 
ing ground. That it is not God-given, but a project-in- 
the-making. There's greater awareness of the way 
one looks," says Desai. However, at another level 
companies are seen to be becoming more inclusive in 
their approach to brands. *A brand, by its very defi- 
nition, is an exclusive concept, but one finds greater so- 
cial responsibility creeping in, as in the case of Idea 
Cellular's branding, or the Lifebuoy ad that shows kids 
cleaning up their neighbourhood and Surf articulating 
the need to save water," says Bijoor. 

In a nutshell, the basics of marketing have not 
changed—whatever the mode of execution. And for 
those interested, exactly a decade ago, Business Today 
carried a cover story on Recession Marketing that 
spoke of the back to basics approach. Unfortunately, 
those who do not heed history are forced to repeat it. 88 





WINNING DECISIONS HAPPEN 
WITH FORTUNE ON YOUR SIDE 


Check into a Fortune Hotel and be at the epicentre of business. Be it the convenient location, Wi-Fi connectivih 


or contemporary cuisine, every detail counts. Fortune Hotels, Resorts and Inns - where efficient service and great 
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value come seamlessly together for business and leisure travellers across India. 
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LOOKING BACK 


mns special 


INDIA'S BEST MARKETERS 




















Our panel of experts picks India's 
best marketers of the past year, 
8 baker's dozen of them. Thirteen, 
it appears, is lucky for some. 
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Last year, 12 countries had double-digit GDP growth. 
How many can you name? Or better yet, invest in? 


Perhaps it's time you had a Gold Conversation. 
As a Citigold customer, you can draw upon our 
unparalleled investment expertise and product 
offerings to create a geographically diverse 
asset-allocation. So, you can spread out risk and 
profit from emerging markets and sectors. For an 
in-depth discussion on how you can take 
advantage of our global banking services, simply 


contact your Citigold Relationship Manager. 


For further information just SMS 'Global' to 


52484 or visit us at www.citigold.info 


a. 


Information. Insight 


Citi never sleeps 


Citigold 


citibank 











Source: The Economist intelligence Unit Country Data; CIA Factbook 

Gold Conversation, Citi Never Sleeps and Arc Design are service marks of Citigroup Inc. Citigold and Citibank are registered service marks of Cit 
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HOW RETAILERS CAN MAKE 
THE BEST OF A SLOWDOW 


Moving quickly to improve performance can 
help retailers recover faster. 
ASHISH A. KOTECHA, JOSH LEIBOWITZ AND IAN MACKENZIE 


OWNTURNS ARE TOUGH ON RETAILERS. 

Recent McKinsey research indicates that 

during the last two recessions (1990-91 

and 2000-01), growth slowed for nearly 

every retail sub-sector in the United States. 

93 per cent of the retailers surveyed that existed during 

both downturns experienced slowing revenue growth in 
one of them, and 59 per cent endured it in both. 

Unfortunately for retailers, their position on the 

front lines of consumer spending doesn’t translate 

into a rapid turnaround when the general economy ex- 

periences a subsequent uptick. The average retail sub- 

sector growth rate during the first year of recovery fol- 

lowing the 1990-91 and 2000-01 downturns was 

0.3 per cent. And 12 of 15 retail sectors lagged behind 

even that rate of growth during one or both upturns. 

These downturn dynamics—declining sales fol- 

lowed by a sluggish recovery—mean retailer should 
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This recent McKinsey 
paper, based on the 
experience of US retail 
industry, has lessons for 
organised Indian retailers 
who are faced with a 
slowdown in consumer 
demand, just when they 
are investing heavily 

in expansion. 





move quickly to minimise performance deteriora- 
tion. The challenge, of course, is that retailers have a 
large number of options to sort through, ranging 
from cutting costs by shutting stores or restructuring 
support functions, to increasing revenues by refresh- 
ing stores or overhauling promotions. Many make the 
mistake of focussing on what is easy or known to 
them and fail to tackle more challenging goals that 
might improve their competitive positioning during the 
inevitable upturn. 

In our experience, some basic rules of thumb are 
invaluable for helping retailers rapidly sort through 
their options and set priorities for action—in particular, 
determining whether to take an offensive or defensive 
approach. Combining a tough self-assessment with a 
hard-nosed scan of the environment can help retailers 
decide on the relative importance of reducing costs, inc- 
reasing investments, creating financial flexibility, and 
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seeking near-term revenue growth (see Analysing 
Options for Retailers During a Downturn). 

Retailers should start by taking a rigorous look at the 
health of their balance sheets, management teams, 
and overall operating performance. Companies with 
reasonable cash reserves and ready access to credit 
lines, for instance, have options—such as investing in 
stores, people, or acquisitions—that weaker competi- 
tors simply lack. 

At the same time, retailers need to be realistic 
about the potential of their businesses. Do they oper- 
ate store formats or play in a sub-sector with strong 
growth prospects? To what extent is the market already 
saturated, and where does the retailer stand versus 
competitors? Recent 
growth rates, market 
penetration figures, and 
a serious review of the 
strengths and weak- 
nesses of competitors 
are all important fac- 
tors to consider. 

Companies with 
good financial strength 
in markets with signifi- 
cant growth potential 
should lift investments 
to gain strategic advan- 
tage over competitors. 
Big bets, such as dou- 
bling down on new 
stores or remodelling old 
ones, are one possibility. 
Equally important are 
smaller bets, such as re- 
cruiting talent from 
weaker players or in- 
vesting in more precise 
local market execution. 
For example, when one 
specialty retailer began 
suffering from declining 
foot traffic in its stores, the company built an analytics tool 
to help merchants and members of the central marketing 
organisation more effectively use data from customer- 
relationship-management (CRM) and transaction data- 
bases. This allowed the retailer to better predict local de- 
mand and decide which items should receive how much 
space in its advertising circular. Comparable store sales 
have risen between two and four per cent in test markets 
employing the new promotion-effectiveness tool. 

Retailers with good financial health in mature ind- 
ustries can also go on the offensive, taking actions to 
quickly grow revenues by driving traffic into stores 


Reduce Costs 


(margin and revenue lift) 


@ Reduce direct costs, e.g 
migrate additional sourcing t 


low-COSt COUNTIES 


@ Eliminate waste, e.g., apply 
lean operation techniques in 
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ANALYSING OPTIONS FOR 
RETAILERS DURING A DOWNTURN 







01 perception of value 


Î © Drive traffic, e.g., shift promotions, 
mm marketing to traffic-generating vehicles such 
m as Internet, broad-reach TV 


— availability of fast-moving SKUs; 
— increase store labour during peak hours 


— cross-selling using customer insights 


Relative Company Health 
(balance sheet management capacity, overall performance) — — 


through more compelling offers and ensuring that 
staff is ready on the floor for the assisted sale. For exa- 
mple, a North American soft goods retailer has reversed 
declining sales, improved customer satisfaction, and in- 
creased the frequency and average size of transac- 
tions by focussing on eliminating out-of-stocks, raising 
the effectiveness of front-line sales people, and making 
small store layout changes that help customers find the 
goods they want. 

Companies with weaker financial health will need 
to focus more aggressively on reducing costs. Our re- 
cent experience suggests that weak performers have ma- 
jor opportunities to rationalise inventory stock keeping 
units (SKUs)—freeing up working capital—and to rene- 
gotiate terms on direct 
sourcing. These compa- 
nies can also increase 
shop-floor efficiency, an 
area where they fre- 
quently lag. By apply- 
ing lean operations 
techniques to redeploy 
labour, they can shorten 
the time staff spend on 
non-customer-facing 
tasks and increase the 
time spent helping cus- 
tomers. The focus 
should be on getting 
more from existing sales 
resources, not just on 
cutting labour hours. 
Indeed, the key driver 
of economics is sales— 
not just cost as a per- 
centage of sales. 

More broadly, re- 
tailers should bear in 
mind that the least ef- 
fective thing to do dur- 
ing a downturn 15 to 
simply *hunker down" 
and *weather the storm". Though there's no escaping 
some pain, moving quickly to improve performance can 
reduce the odds of a deep dip in sales and position 
retailers to participate fully in the inevitable upturn. 





© Communicate values, eg, adjust 
ሽ pricing/promotions to increase customers 


© Never miss a sale, eg. improve 


© Improve web conversation, eg., improve 








About the Authors: Ashish Kotecha is an Associate Principal in McKinsey's 
San Francisco office, Josh Leibowitz is a Principal in the 
Miami office, and lan MacKenzie is a Consultant in the Chicago office. 
This article was first published in September 2008 on the 

The McKinsey Quarterly Web site, www.mckinseyquarterly.com. 
Copyright © 2008 McKinsey & Company. 
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Six weeks after the fall of Lehman Brothers, which set off a financial whirlwind, there 
are still more questions than answers. How badly will the economy be hurt, this year 
and the next? Is demand—investment and consumption—already slackening? 
What will that do to manufacturing? How badly will the recession in the West 
affect the IT industry? How much wealth destruction is still in store on the stock 











HOW THE 


CRISIS 


CAME HOME 





The speed and spread of the liquidity crunch in India indicates 
that corporate finance is far more globalised than it was thought 
to be. Here is a version of what really happened. sHALINI s. DAGAR 


APITULATION IS ACTUALLY 
a military term. How- 
ever, last fortnight it 
was resonating across 
world markets as equ- 
ities tumbled scarily. In tandem, 
commodities led by crude, and vir- 
tually all global currencies barring 
the dollar, dipped to new lows. 
Fears of a deep, long global recession 
gained ground even as the UK econ- 
omy shrunk in July-September— 
for the first time in 16 years. 
Chaos reigned back home, too. 
As the Sensex plunged to a three- 





large companies in India operate global 
treasuries, which implied that with a day's 


lag, the difficulties of London money market — 
were visible in the Indian money market 


the time of BT going to press) into 
the banking system via a series of 
measures (see Interview with 
Reserve Bank of India Governor 
alongside), banks are still fearful of 
lending, and are parking surplus 
funds with the central bank. “Banks 


have not resumed lending to con- 


RAS RO 


fall in rupee value against the US dollar this ` 


year (till October 24, 2008) has upset’ 


0) culations of a majority of industry players ١ 10 
had been betting on the rupee appreciating 





year low, and blue-chip stocks 
crashed by 40-50 per cent, talk of 
sovereign stabilisation funds and 
“unconventional” measures to infuse 
liquidity gained currency. “With 
other sources of funds drying up, 
the banking sector is saddled with 
twice the normal requirement for 
funds,” says Jitender Balakrishnan, 
Deputy Managing Director, IDBI 
Bank. Despite the central bank hav- 
ing pumped Rs 185,000 crore (till 
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sumers or companies. It takes time 
for policy actions to trickle down,” 
says A.K.R. Nedungadi, President 
and Chief Financial Officer, UB 
Group. He hopes that when his 
company approaches the market 
for funds in another two months, 
things will have stabilised. 

If the fall of Wall Street giants 
was a shock, then the rapidity of the 
reverberations on Dalal Street is un- 
nerving. What happened? And why? 





Isn't the Indian economy largely in- 
sulated from the global capital pool? 
How did the crisis come home? 

- A recent paper co-authored by 
Jahangir Aziz, Ila Patnaik and Ajay 
Shah under the aegis of NIPFP-DEA 
tries to explain the complex link- 
ages between the seemingly unre- 
lated events. Their hypothesis in 
brief: in trying to manage the ex- 
change rate, growth and inflation, the 
central bank had kept the system 
chronically tight on liquidity. Several 
Indian companies that had been us- 
ing the London money market fell 
short of dollar liquidity in mid- 
September. So they borrowed on 
the money market and took us dol- 
lars out. At the same time, corpora- 
tions were liquidating their holdings 
in mutual funds. Mutual funds, too, 
then started making claims on the 
money market, leading to a colossal 
shortage of liquidity. This was ac- 
centuated by factors such as advance 
tax payments and sale of dollars by 
RBI to prop up the rupee. 


Plausible? Perhaps, but that may 
not be the only explanation for the 
domestic turmoil, say finance heads 
of companies. “Yes, we did sell over 
Rs 200 crore of our holdings in 
mutual funds; yet, that was to meet 
our domestic requirements. The re- 
demptions would not have hap- 
pened if the consumer market was 
growing,” says the Chief Financial 
Officer of a consumer durables com- 
pany. The rupee’s fall also hastened 
the outflow. 

Whatever the reason, the 
heightened risk perception is cas- 
cading through the economy. 
Sample: fear of deteriorating credit 
quality of the papers subscribed by 
mutual funds under the Fixed 
Maturity Plans (FMPs), especially 
those by realtors and non-banking 
finance companies. On the liquid 
funds, credit rating major CRISIL 
gave eight debt mutual funds 
schemes a 30-day period forre- 
aligning their portfolios in line with 
credit quality requirements so as 
to avoid a rating action. Though 
this represents a fraction of the 
overall investments, it indicates ris- 
ing stress in the face of deteriorat- 
ing macro-economic fundamentals. 

Is there a way to manage this 
extraordinary crisis? In their paper 
cited above, the three economists 
point to a four-pronged strategy—in- 
crease rupee liquidity, increase dollar 
liquidity, refrain from artificial ex- 
change rate stability, and remove 
currency mismatches. Author Ajay 
Shah believes the RBI has moved 
quite a bit on providing rupee 
liquidity but the weakest links in the 
coming days will be dollar liquidity 
and currency mismatches. 

However, as M.M. Miyaji- 
wala, CFO, Voltas, says: *In this 
scenario, normal measures by the 
RBI alone will not help." The gov- 
ernment, too, can help with 
measures like increased govern- 
ment spending. So would 
measures like a direct release of 
dollars to large companies. 
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us that financial stability ts 
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r has been 5 0 iih ike days 
on Mint Street for D. Subbarao, 


the 22nd Governor of the Reserve 
Bank of India (RBI). If he’s feeling the 
heat, the 59-year-old isn’t show- 
ing it. If there’s anything 
bothering him, it's the lack of fresh 
air in his 18th floor corner room at 
RBI headquarters. Subbarao, who 
had earlier worked as Finance 
Secretary in the Ministry of Finance, 
met Business Today’s Anand 
Adbikari, a day after announcing 
the mid-term monetary policy re- 
view. UR from an interview: 


. On በበበ sector turmoil 


impacting the real economy 

Some impact is being transmitted 
already into India’s real economy. 
It's too early to say whether we 
have seen all of it or more will de- 
velop. It’s an uncertain situation. 


On unconventional measures 
to provide liquidity 


Some of the unconventional meas- 


ures we have taken are, for ex- - 
ample, special market operations 


that we opened for oil compa- 


nies. We had opened a special 


window to provide banks with 
funds to support mutual funds. 


We have given special accommo- 
dation in respect of SLR (statutory 


liquidity ratio) exclusively for the 
purpose of banks to access money 
to deno mutual funds. 


On the reluctance of banks to 
rocate e cut in the short 
term repo las 5 

We don't tell the banks what to 
do. We only signal. The banks 





make their own judgments. We 





had a very extensive meeting with 
bankers yesterday to address their 
concerns and also let them un- 
derstand our concerns. We have 
basically tried to give two 
messages. First, that credit should 
keep flowing to productive sec- 
tors and that bankers must keep 
vigil on credit quality. At our end, 
we will do whatever is necessary to 
keep the liquidity flowing. We are 
open to their concerns. 


On bankers’ major concerns 
Their concerns are about pres- 
sures on corporate profitability, 
forex liquidity and also additional 
demand for credit because of the 
substitution effect. 


On the central bank's 
changed priorities 

There are three main concerns 
for us: growth, price stability 
and financial stability. All these 


years, central bankers have 


taken financial stability for 
granted. In fact, it was never un- 
der threat. It is not under threat 
even today. What the global cri- 
sis has showed is that financial 
stability is vulnerable. So, the 
problem has also shifted from 
finding a balance between 
growth and inflation to finding 
a balance between growth, price 
stability and financial stability. 


On inflation peaking 

Certainly, in the mathematical 
sense, it has come down. | hope 
that this downward trend will 
continue and we will reach 
our target of 7 per cent by 
March 2009. 


NOVEMBER 16 2008 BUSINESS TODAY 103 


RAMEN SARKAR 








THE ECONOMY 


OMKAR GOSWAMI Chairman, CERG Advisory 


Are We All 


Keynesians Now? 





This is a one-shot Keynesian intervention for a Black 
owan event. It is not the beginning of another era 
of fiscal profligacy in the name of Keynes. 


IVEN THE SHEER BRILLIANCE 

of John Maynard Keynes, it 

is not surprising that the term 
“Keynesian” is omniscient. Today, 
as governments, led by the Us, pump 
hundreds of billions of dollars to 
save the global financial system from 
total collapse, commentators are 
speaking of the shift in policy from 
supply-side economics to Keynesian 
demand and liquidity management. 
The present financial interven- 
tion may be the greatest in global 
economic history. If you add to the 
US Treasury's bailout the lifelines 
thrown by the UK, the European 


institution that is lucky to have cash will not 
spend it. It is as if we were in the Middle Ages 


household spends were not rising 
fast enough; manufacturing and re- 
tail sales growth were declining; 
and aggregate demand was under 
pressure. With a 25 per cent fall 
in home prices from January 2006 
to December 2007, there were se- 
rious uncertainties in the Us. The UK, 
Italy, France and Spain were not 
far behind. The growth engine had, 
therefore, started sputtering by the 
end of 2007. 

What has happened since, espe- 
cially from the second half of 2008, is 
a rapid breakdown of public confi- 
dence thanks to the failure of one 
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and the plague had hit the next village. 





Central Bank, Switzerland, India 
and other nations, we are looking at 
a kitty of over $1.75 trillion (Rs 84 
lakh crore), which is already com- 
mitted to injecting liquidity and sav- 
ing banks and financial institutions 
from correlated collapse. 

Is this the return of Keynesian 
economics? In some sense it is. 

Nothing fuels demand more 
than liquidity. Equally, nothing con- 
tracts demand more than the lack of 
it. The us, the UK and Europe were 
seeing a growth slowdown before 
this financial crisis. From early 2007, 
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major financial institution after the 
other. It has gummed up all the liq- 
uidity in the world and, with it, put 
the brakes on aggregate demand. Any 
institution that is lucky to have cash 
will not spend it. Forget about bor- 
rowing. Forget about spending. Forget 
about lending. Forget about entre- 
preneurial animal spirits. Forget about 
growth. Just pray to survive. It is as if 
we were in the Middle Ages and the 
plague had hit the next village. 

Had this continued without any 
state intervention, the global financial 
system would have already collapsed. 


MONEY SHARMA 





The huge intervention is Keynesian in 
the sense that it is trying to pump the 
stuff that makes transactions hap- 
pen—and, thus, induce greater de- 
mand, leading to greater supply. It is- 
n't real investment in the traditional 
Keynesian sense. But it 15 au- 
tonomous financial injection with 
the hope that it will restore confi- 
dence and bring with it a milieu that 
can fund real investments, create de- 
mand and, hence, growth. 

Will it be the beginning of a long 
era of government-sponsored pump 
priming as we saw from the 1960s to 
the early 1980s? I think not. Crude 
Keynesian economics encourages fis- 
cal profligacy and state spending on 
consumption rather than investment. 
It also bestows extraordinary powers 
on bureaucrats—people who are 
least equipped to handle such chal- 
lenges. Every sensible government 
today, including India's, believes 
more in the positive powers of fiscal 
rectitude than ever before. Besides, 
supply-side economics has taught us 
that, in most cases, with correct in- 
centive structures, the markets do 
the right things. 

So, I see this as a massive one-shot 
Keynesian intervention for a Black 
Swan event. It is absolutely essential 
and needs even greater global coor- 
dination. But I don't see this as the 
beginning of widespread fiscal profli- 
gacy in the name of Keynes. He 
doesn't deserve such opprobrium. 
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MANUFACTURING 
A.M. NAIK, Chairman, L&T 


Market Opportunities 
to Show the Way 


Given the global economic slowdown, overcapacities will 
translate to increasingly competitive market actions by 
manufacturers, resulting in increasing pressure on margins. 


understanding that the manu- 

facturing sector covers a very 
broad spectrum, with products 
that range from bicycles to auto- 
mobiles to steel plants and nu- 
clear reactors. To offer a broad 
forecast on all these sectors will ac- 
tually necessitate an understanding 
of the larger economic outlook 
for global growth. 

It is necessary to recognise that 
in a globalised economic environ- 
ment, the business outlook for any 
particular product will depend on 
the global “demand-supply” 
balance for that product. Global 
manufacturing facilities seek market 
opportunities across the world. For 
most products, there is production 
overcapacity at a global level, which 
was built up over the last decade or 
so in response to a boom in global 
growth and increased levels of per 
capita consumption. 

Given the global economic 
slowdown, overcapacities will 
translate to increasingly competi- 
tive market actions by manufac- 
turers, resulting in increasing pres- 
sure on margins. The strongest 
players will survive and weaker 
players will either shut down or 
get taken over by the stronger 
players at valuations that are 
driven by market conditions. Such 
low-cost acquisitions or mergers 
will lower breakeven levels that 
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will then ensure the viability of 
these businesses. Viability will also 
be supplemented by synergies from 
reducing costs by removing du- 
plication of activities wherever 
possible, and rationalisation of ca- 
pacities. This will, in turn, result in 
increased unemployment and, con- 
sequently, lower demand for goods 
and services. 

The growth of the manufactur- 
ing sector will be largely influenced 
by the growth of the global econ- 
omy, which, in turn, depends on 
the easy availability of credit at vi- 
able costs. Paradoxically, the cre- 
ation of capital depends on a high- 
savings rate; the infusion of capital 
into the economy without matching 
increases in the production of goods 
and services will be inflationary. 
However, easier access to and in- 
jection of capital may be necessary 
in the short term to prevent 
economies across the world from 
stalling. In the longer term, it will re- 
quire discipline across societies to 
change their habits and shift spend- 
ing from wasteful consumption to 
investment. 

The prospects of specific com- 
panies around the globe will de- 





pend on their product portfolios 
and the relevance and value of 
their products to their customers. 
To illustrate this, consider the 
product offerings of the large au- 
tomobile manufacturers in the us 
that do not match the needs of 
their customers. With increased 
prices of fuel and the realisation of 
the environmental impact of large 
cars and SUVs, customers will 
increasingly opt for smaller cars, 
which US manufacturers are 
presently ill-equipped to manu- 
facture. This will create an 
opportunity for small car manu- 
facturers across the globe. 

Similarly, there will be in- 
creasing business opportunities for 
products that meet the changing 
requirements of customers. This 
basic business truth has always 
been applicable; in turbulent times, 
the urgency and recognition of 
this is far more acute. 

We expect the Indian economy 
to continue to grow faster than 
more mature markets, even though 
there may be a temporary downturn 
arising out of the global slowdown, 
and the higher cost and tighter avail- 
ability of capital. 


strongest players will survive and weaker players 


will either shut down or get taken over by the stronger 
players at valuations driven by market conditions. 





You do the math. 


Nortel data network solutions are up to 
40% more energy efficient than CIS ee መ 
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IT SECTOR 





HE GLOBAL ECONOMIC 
| slowdown started with the 
Us, spread to Europe, and 
has now become a full-blown 
pandemic. It’s no longer a crisis 
restricted to Wall Street; its reper- 
cussions now reverberate across 
Main Street. The effects of this fi- 
nancial services-led slowdown 
have been exacerbated by faulty 
regulatory systems across the de- 
veloped world and the greed of 
some banking chieftains has not 
helped. The immediate impact 
for the Indian IT industry and IT 
companies is slower decision 
making, deferred decisions and 
fewer new projects. 

For the Indian rr industry, the 
slowdown could pare growth 
rates by around 3-5 per cent. 
Annual growth could slide from 
over 20 per cent to around 15 per 
cent this year. Besides the dip in 
growth due to the economic slow- 
down, the rr industry could also be 
hit by cross-currency rate fluctua- 
tions, which could knock another 3 
per cent off 2008-09 growth esti- 
mates. Companies had already fi- 
nalised their rr investments this year 
before the slowdown hit and so the 
impact could take some time to hit 
vendors both in India and globally. 

We'd be foolhardy to believe 
that India and the Indian IT sector 
are de-coupled from the events un- 
folding in the Us and now in Europe. 
However, I think the Indian econ- 
omy will be less impacted by these 
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N.R. NARAYANA MURTHY, Chief Mentor, Infosys 


Time to Explore, 
‘Open Up New Markets 


The wave of consolidation, mergers and acquisitions across 
Corporate America is opening up new markets for IT companies. 








global events, since it gets only 18-20 
per cent of its earnings from the 
export market. While the growth 
rate could come down from 9 per 
cent to around 7-7.5 per cent due to 
the global meltdown, the local mar- 
ket needs to be developed quickly to 
cushion the impact for India. 
There are other lessons to be 
learnt from the slowdown; one, it 
is critical to have a strong regula- 
tory framework in place and strin- 


gent oversight to manage melt- 
downs. Then, it is important 
for companies and consumers 
to better understand complex 
financial instruments. It has be- 
come clear that laissez faire cap- 
italism no longer works; rather, 
the present and future is about 
compassionate capitalism. The 
growth of the free market must 
be more inclusive. 

Today, many companies have 
become globally recognised, and 
have geographically and vertically 
distributed revenues. To insure 
themselves, companies need to 
graduate from being just IT vendors 
to being trusted business advisors. 
Companies today rely on North 
America and, more recently, on 
Europe for a lion's share of their 
revenues. But, they also need to 
explore Latin America and the 
potentially lucrative domestic mar- 
ket to insure themselves against 
future aftershocks. 

Despite the shock of the 
slowdown, I remain a strong 
votary of the free market. We 
need to continue to encourage 
the free market and promote en- 
trepreneurship. We need to focus 
on new measures to boost pro- 
ductivity and innovation to 
reignite growth. The Us admin- 
istration was forced to aid the 
struggling American economy, but 
I believe that we will see the bottom 
in the next couple of quarters. 

Finally, I believe that there is 
an opportunity in distress for Indian 
IT companies. The wave of consol- 
idation, mergers and acquisitions 
across corporate America is opening 
up new markets for IT companies, as 
these firms look to manage their 


. disparate IT requirements. 


AS TOLD TO RAHUL SACHITANAND 


the shock of the slowdown, | remain a strong 
votary of the free market. We need to continue to 


encourage the free market and promote entrepreneurship. 
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refined at all times leaving little room to unwind. However, even 


with their busy schedules, high profile entrepreneurs religiously 
take out time for happy hours with friends. 


1 Recently, Amitabh Bachchan and Anil Ambani created waves 
when they announced a joint-venture worth 1500 crore in the 
59 world of movies, live shows, TV, internet and mobile 


entertainment. Both, giants in their respective fields, are known 
to be close family friends. When one of the most prominent 
figures in Bollywood teams up with one of the most successful 
businessmen in India, with a close bond of friendship holding 
them together, one can only foresee great things. 


Ratan Tata and Zubin Mehta make for two unlikely childhood 
friends, both with overwhelming success to their name. While 
Ratan Tata made it to the Time magazine's list of the World's 100 
most influential people in 2008, Zubin Mehta is a world renowned, 
award winning conductor of Western classical music. At the 
release of Mehta's autobiography last year, the two hugged each 
other like the school friends they are, whilst exchanging private 
words in Gujarati with a Parsi twist. A friendship that has 
strengthend over the years deserves to be celebrated. 





McDowell's No.1 captures the spirit of friendship and fun with 

ሦ R | € n DZ ü friends. 'Friendzy', easily the biggest event of the year, is an 

opportunity for friends across the country to get together and 

Friendship carnival make memories to last a lifetime. Track down the camival at 
select outlets across the country and begin the Friendzy! 
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SMS "Friendzy" to 53636 for details. Friendship carnival 








CONSUMER SPENDING 
KISHORE BIYANI, Group CEO, Future Group 


The Emergence of 





` 0 New Order 


An innovative approach towards strengthening domestic 
consumption can tum India into an engine of economic growth. 





E WANT A NEW WORLD TO 
come out of this. We 
want to set up the basis 


for a capitalism of entrepreneurs, 
not speculators,” French President 
Nicholas Sarkozy was recently 
quoted saying, and I believe that 
there is plenty of merit in it. The 
financial meltdown has exposed a 
lot of excesses and speculation 
that was being built into the eco- 
nomic system. 

In India, too, we had imported 
many of these excesses into our 
system. The competitive strength 
of India lies in its low cost of do- 
ing business. Yet, in the past few 


MIHSNVA HSILVS 


years, real estate prices, salary 
levels and investor expectations 
had gone through the roof. 

The current situation, how- 
ever, allows us to do a course cor- 
rection, introspect and develop a 
new order—a new order that 
doesn’t depend so heavily on ex- 
ternal stimulus for growth and 
economic well-being. The ques- 
tion that needs to be asked now is 
whether we really need to depend 
on foreign direct investment to 
generate growth, whether the 
overdependence on inflows of 
foreign institutional investments 1s 
beneficial for our equity markets 
and whether Indian companies 
need to acquire foreign assets to 
grow their business. 

We are a nation of more than 
a billion people and are fortunate 
to have a very favourable demo- 
graphic profile. An innovative ap- 
proach towards strengthening do- 
mestic Consumption can turn it 
into the chief engine of economic 
growth in India. Rather than Fils 
deciding the fate of Indian equity 
markets, we need to explore how 
we can spread the equity culture 
in India and allow domestic in- 
vestors benefit from our economic 
growth. Our savings rate is un- 


the corporate level, the time has come to reiterate 


that the core purpose of a business enterprise is to 
create wealth, not to squander it. 
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The events of the past few months leave a question mark 
on India’s medium-term growth prospects and, thus, 
equity valuations have been shattered. 


HE WORLD IS GOING THROUGH 

| a crisis the likes of which most 
of us have never seen before. 

The excessive gearing of the past 25 
years had taken gross debt in the us 
to over 300 per cent of GDP and a 
breakdown of this debt super cycle 
will likely slow global growth, drag- 
ging the world into a recession. It 
may take several years to restore the 
confidence of the system. India has 
been affected adversely by this, al- 
though this conclusion may appear 
surprising to the lay observer. After 
all, India derives less than 14 per 
cent of its GDP from exports, runs a 


EQUITY MARKETS 
RIDHAM DESAI, MD, Morgan Stanley 


Approaching the Point of 





* Maximum Uncertainty 


5.18 lakh crore) in capital flows in 
the financial year ended March 31, 
2008, and a cumulative inflow of 
$224 billion (Rs 10.75 lakh crore) 
over the past five years. This serv- 
iced India's biggest-ever credit and 
capital expenditure cycle. India's 
outstanding credit grew from $189 
billion (Rs 9.72 lakh crore) in 


March 2003 to $643 billion (Rs 


30.86 lakh crore) by March 2008. 
Over the past five years, the country 
spent $1.4 trillion (Rs 67.2 lakh 
crore) on investments, powering 
growth to an average of 9 per cent. 
However, India's infrastructure was 


-fold was the growth in the earnings of BSE ' ))፤፤ 
Sensex companies in the past five years, 


creating an earnings bubble. 


relatively closed capital account and 
does not seem overly dependent on 
global growth. However, India was 
a big beneficiary of the very high 
global risk appetite over the past 
five years and is dependent on capi- 
tal to fund its current account deficit. 
The bulk of this capital comes from 
financial markets and not foreign 
direct investment (FDI), unlike in 
other large emerging markets. This 
makes India a relatively high beta 
equity market despite the low share 
of exports in GDP. 

India received $108 billion (Rs 
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not ready for this growth, and this, 
together with the surge in global 
commodity prices, pushed up 
inflation in a classic case of over- 
heating. Of course, we got prompt 
action from the central bank but it 
has left us with a cyclical slowdown 
in growth. If capital flows recede— 
a natural outcome of the current 
global crisis—India’s growth will 
hurt further. 

Consequently, earnings will suf- 
fer. Taken together, the constituents 
of the 30-share BSE Sensex have re- 
ported a five-fold growth in earnings 





over the past five years from Rs 
24,700 crore to Rs 1,21,500 crore, 
creating what can be called an earn- 
ings bubble. Corporate India is sitting 
on record margins, record financial 
income and a high base of earnings. 
If earnings fall in the coming quar- 
ters, it should surprise nobody. 

Share prices look into the fu- 
ture and are reacting violently to 
this flux. At the beginning of 2008, 
Indian equities were trading at over 
30 times earnings and pricing in 
high long-term growth relative to 
India’s potential growth rate. The 
events of the past few months leave 
a question mark over India’s 
medium-term growth prospects and, 
thus, equity valuations have been 
shattered. The near-term looks un- 
certain and it is quite likely that 
share prices will fall further in the 
coming weeks. For investors with a 
short-term horizon, cash is king. 
For those looking at long-term in- 
vestments, this may soon become an 
opportunity of a lifetime as India is 
still poised to grow strongly over the 
next 3-4 decades. 

However, even long-term inv- 
estors ought to remember that 
patience pays in bear markets as 
they travel through the most vi- 
cious bear market in India’s history 
(the market has lost nearly 60 per 
cent in 42 weeks). Of course, it 
comes as no surprise that it follows 
the best bull run in Indian history. 
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ON THE GROWTH ዘ! 


As money gets expensive, if not scarce, infrastr uctu . M" 





developers may not find it e to reach financial cl | 





The one on track: This IVRCL project on the Salem-Coimbatore route is وده‎ undel construction 


HEN ISSAC A. GEORGE, CHIEF 
Financial Officer (CFO), GVK 
Power and Infrastructure, says: 
“Cash is king,” he endorses the 
reverence of the rupee by every 
finance honcho in the infra- 
structure sector. After all, this is 
an industry that builds everything from power plants 
to highways to airports—all debt-intensive projects that 
soak up thousands of crores of rupees. At a time 
when liquidity has dried up globally, and banks are re- 


luctant to lend, mopping up every available rupee—or 
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dollar—is vital. If borrowing is proving a Herculean 
challenge, the option is to simply tighten the purse- 
strings and conserve every rupee. In such trying con- 
ditions, a number of infrastructure development com- 
panies, including IVRCL infrastructures and projects, 
Nagarjuna Construction Company, Lanco Infratech 
and Maytas Infra and, of course, GVK Power and 
Infrastructure, are pulling out all stops to keep a lid on 
costs, and monitor project progress with a microscope. 

“Today, every attempt is being made to conserve 
cash. Each item of our expenditure is being reviewed 
to see if we can look for some sort of cuts. There is 





now an element of austerity 
and we are trying to ensure 
that we don’t overspend,” says 
George. What’s more, start- 
ing October, most of its em- 
ployees have opted to stop 
travelling business class (ac- 
cording to GVK officials, travel 
is a huge component of overall 
costs for the company). Such 
austerity has helped the com- 
pany build a cash kitty of sorts 
over time. With a palpable 
sense of achievement, George 
tells BT: “Today, we have al- 
most Rs 200 crore in the form 
of short-term fixed deposits in 
banks that we can tap any day.” 

Down south on the road 
leading from Salem to 
Coimbatore in Tamil Nadu, 
IVRCL 15 having a direct 
board-level involvement into 
monitoring the execution of 
its two build-operate-trans- 
fer (BOT) projects in the road 
segment in that region. The 
good news is that both the 
projects have attained finan- 
cial closure. Yet, the IVRCL 
top brass, represented by 
none other than R. Balrami 


Reddy, Executive Director (Finance), now makes fre- 
quent visits to these project sites. 

For a few other players, like Lanco Infratech, for ex- 
ample, the best action in such grim times is no action. 


THE PROBLEM AREAS... 
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E. Sudhir Reddy, chairman, IVRCL 


| PROJECTS IN THE WORKS: Three roads, one in Punjab 
and two in Tamil Nadu; also a 100 million- 
litres-per-day desalination plant in TN 


TOTAL COST: Rs 1,600 crore 
. FUNDS STILL TO BE RAISED: NIL 


STATUS: Financial closure done, construction under 
way; has had a marginal rise in costs due to rise in 
prices of commodities like Bitumen and due to 
delays in getting right of way etc. Considers the 
project to be on-track 
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AND THE WAY OUT 


Lanco, which has been 
aggressive in the power 
and infrastructure space, 
is taking it slow these 
days. “Today, we are not 
aggressively looking at 
pursuing new opportuni- 
ties in power,” says 
Executive Chairman L. 
Madhusudhan Rao. 
With no dollars avail- 
able internationally and 
liquidity tight within the 
country, these are tough 
times for India’s infra- 
structure players, espe- 
cially for the BOT brigade 
who are typically into 
long-gestation projects 
that require huge funds. 
“We are seeing that the 
situation overseas has be- 
come tight and most 
companies are having to 
resort to domestic fi- 
nancing, where again the 
liquidity has become very 
tight as of now. So, many 
are going to find it diffi- 
cult to achieve financial 
closure," says Satyam 
Agarwal, Senior Analyst 


(Engineering, Infrastructure and Utilities) at Motilal 
Oswal Securities. How badly these companies will be 
hit, he adds, will vary from company to company, 
and project to project. Overall, however, two factors 
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A. Ranga Raju, 


MD, Nagarjuna Construction Company 


PROJECTS IN THE WORKS: A port at Machilipatnam in 
١ Andhra Pradesh is being implemented along with 
another Hyderabad company, Maytas Infra 


| TOTAL COST: Rs 1,650 crore 
FUNDS STILL TO BE RAISED: Debt of Rs 1,000-1,200 crore 


STATUS: Yet to achieve financial closure 





will decide their fate—the financial muscle of the 
promoters and the progress of the project so far. 
Alluri Ranga Raju is one promoter with the fi- 
nancial muscle. But the Managing Director of the 
over Rs 3,500 crore-Nagarjuna Construction Company 
has yet to reach financial closure for a port project he 
is implementing along with Maytas Infra in 
Machilipatnam in Andhra Pradesh. The promoters 
have still to raise Rs 1,000-1,200 crore in debt for the 
Rs 1,650 crore venture. In the short term, that appears 
a huge challenge. “The liquidity condition is still 
tight and we will need to watch for another 
two or three months," shrugs Ranga Raju. 
Maytas infra, however, has also to raise 
debt for its other major project. Maytas-led 
consortium has just bagged the Rs 12,000 
crore metro rail project in Hyderabad. 
“Though in the current scenario, the liq- 
uidity situation looks tight, we think this is 
temporary in nature. For the metro 
rail project, we are confident of 
achieving the financial closure in £ % 
six to nine months," says B. 
Teja Raju, Vice Chairman, 
Maytas Infrastructure. “Right 
now we are working on things 
that need to be done before 
that, which is getting the de- 
signs and alignment finalised 
and coming out with EPC 
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G.V.K. Reddy, Chairman, GVK Power & Infrastructure 


PROJECTS IN THE WORKS: Govindwal Saheb coal-based 540 MW 
| power unit; and a 3,180-acre Special Economic Zone in Chennai 


| TOTAL COST: Rs 3,000 crore for the power plant; and 


Rs 800 crore for the SEZ 


FUNDS STILL TO BE RAISED: Debt of Rs 2,400 crore 
for power; roughly Rs 500 crore in debt for the SEZ 


STATUS: Financial closure yet to be done 


packages to finalise the contract,” he says. 

Consider the key problems: There are no dol- 
lars available to borrow, private equity seem more 
bothered about withdrawing money than investing in 
Indian companies, and the capital markets are in the 
dumps. Yes, the Reserve Bank of India has been active 
and is injecting liquidity—with cuts in the repo rate 
and in the cash reserve ratio, it has already injected Rs 
1,45,000 crore. But this money has still to make its 
presence felt, and that may take another two to three 
months. More importantly, the problem at the mo- 
- mentis the huge debt redemption pressure faced 
by banks. Thus, whatever dollars have been 
supplied by the central bank is being mopped 
up by banks to tide over the redemption pres- 
sure. Also, the Rs 1,45,000 crore that’s been 
pumped-in by the apex bank may look big in 


B. Teja Raju, Vice Chairman, 
Maytas Infra 

PROJECTS IN THE WORKS: 
Metro rail in Hyderabad 


TOTAL COST: Rs 12,000 crore 


FUNDS STILL TO BE RAISED: 
Debt of around Rs 10,000 crore 


STATUS: Financial closure yet 
to be done 


He was the busiest man in the world. 
Yet. Somehow. He. Made it. 
To your annual day. Your birthday. Your graduation. 
Even when you yelled, 'Dad, leave me alone’, 
he was there. 
He didn't hesitate to fulfill your dreams, 


although it meant giving up few of his own. 


Your dreams are not yours alone 


Good people to bank with 
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isolation, but not when you stack it up against the 
quantum of investments expected to find its way 
into road projects alone. Industry players expect that 
the National Highway Authority of India (NHA), in its 
next round of bidding, is expected to come out with 
53 packages (or routes in simple lingo), each of 
which would call for between Rs 1,000 and Rs 1,500 
crore in expenditure. That alone will suck-in invest- 
ments of over Rs 50,000 crore. 

“We need to be cautious 
for at least the next three to 
four months because we are 
still in a period of volatility. 
I think banks will be cau- 
tious in terms of accepting 
new projects or trying to dis- 
burse aggressively for existing 
projects, till they see some 
sort of stable condition,” 
says Lanco’s Rao. But still, he 
feels, since power and roads 
cannot be imported from 
other countries—like steel 
or cement—the government 
may try to ensure liquidity 
for major and viable power 
and road projects—especially 
those where all approvals 
are in place, like those re- 
lating to land, fuel, selling 
arrangements and statutory 
requirements. 

But a BOT player's woes. 
don't end if cash is available; 
after all, if it is available, it 
will be at a high cost, which 
could play havoc with the 
economics of a project. ^The 
cost of borrowing has moved 
up from 10 per cent to 13- 
14 per cent and there is a 
chance that it could go up 
further," says Rao. 

Is there a way out? E. 
Sudhir Reddy, Chairman, 
IVRCL, says a solution could 


consortium 
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L. Madhusudhan Rao, Executive Chairman, 
Lanco Infratech 


PROJECTS IN THE WORKS: Two coal-based power 
projects in Chhattisgarh and one in Orissa. 
Also, a port project in Kerala as part of a 


. TOTAL COST: Around Rs 20,000 crore for the 
power project; and Rs 8,000 crore for the port 
. (Rs 2,500 crore in Phase I) 

. FUNDS STILL TO BE RAISED: Debt component of 


Rs 16,000 crore in all power projects; and 
Rs 2,000 crore for first phase of the port project 


STATUS: Yet to achieve financial closure 


| A BOT PLAYER'S WOES don't end if cash is available; 
| after all, if it is available, it will be at a high cost, which 
| could play havoc with the economics of a project. 


emerge if the government and agencies such as the NHAI 
are willing to extend the lifecycle of projects. For 
example, in a road project, the number of years given 
to a player to collect tolls could be extended to allow 
it to be compensated for the additional costs incurred 
in raising funds for the projects at a higher rate. 

However, Reddy has a better alternative in the near 
term. “We don't want to bid for BOT projects." He goes 
a step further and adds: *Today, it may be good to be 
just a cash contractor. As a 
contractor, if I go and work 
for a BOT player, everything is 
a pass-through to the asset 
owner. (It's best to) Be a pure 
cash contractor and there are 
hundreds of works that are 
available in the non-BOT 
space." That's the way IVRCL 
has been going, with 98 per 
cent of its projects today be- 
ing cash contracts. 

The downside of shift- 
ing from BOT to pure con- 
tract work are the lower 
margins—20 per cent in 
contract as against a high of 
90 per cent in BOT projects. 
One option is to spin-off a 
subsidiary that acts as an 
investment vehicle for 
BOT projects, even as the 
parent focuses on pure 
construction activity. That's 
the model Nagarjuna 
Construction has followed, 
with 100 per cent-owned 
subsidiary NCC Infra being 
its vehicle for BOT. 

BOT or no BOT, reach- 
ing financial closure is the 
goal that CFOs of infrastruc- 
ture companies are aiming 
at. A few will, a few will take 
longer than anticipated— 
and more than a few may 
not get there. 88 
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RAISE CAPITAL OR SLOW DOWN That's the option for banks that are just above the capital adequacy norm.* 


Central Bank of India 
CAPITAL ADEQUACY (%) 


NPAs (75 


145 


ACTION PLAN: The Govern 
ment has promised to 
upport the bank by 
pumping in capital in 
the form of rights issue 


* RBI-set capital adequacy norm is 9 per cent 
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UCO Bank 
CAPITAL ADEQUACY (%) 


NPAs (%) 
1.38 


ACTION PLAN: The Government 
pans to convert Rs 2.9 billion 
s 250 crore) of the bank s 

equity into perpetual 
non-cumulative shares 


Figures are for March 2008 
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ING Vysya Bank 
CAPITAL ADEQUACY (%) 


NPAs (%) 
0.79 


ACTION PLAN: The bank 


intends to raise Rs 95 crore 


j^ | capital in the form of 
Innovative Perpetual Debt 
Instrument (IPDI) 


Source: BT Research 


Bank of Maharashtra 
CAPITAL ADEQUACY (%) 


NPAs (%) 
0.87 


ACTION PLAN: The bank i: 
mulling various optior 

to raise funds, which 
include a follow-on offer 
ing of up to Rs 500 crore 


Vijaya Bank 
CAPITAL ADEQUACY (%) 
NPAs (%) 


ACTION PLAN: The 
Government 
has agreed to 


in the bank 





O HOARDING! THAT WAS 
US Treasury Secretary 
Henry Paulson’s exp- 
licit diktat last fortnight 
to the dozen-odd giant 
financial institutions that are being 
rescued immediately by $250 billion 
or Rs 12,25,000 crore (under the 
mega $700 billion or Rs 34,30,000 
crore bailout package). Away from 
Paulson’s office at Pennsylvania 
Avenue in Washington, there is an 
equally-frantic scramble for capital 
right from Switzerland to the UK to 
Iceland to Belgium. Back home, the 
crisis has been more of sentiment 
than liquidity. Yet, that doesn’t quite 
mean that Indian financial institu- 
tions—banks, mutual funds, insur- 
ance firms—are in clover. As the pro- 
portion of bad loans increases, and 
losses mount, courtesy of mark-to- 
market provisioning on investments, 
many smaller banks will have to take 
a hard look at their lending activity. 
In the hitherto unflustered mutual 
funds industry, recent asset-liability 
mismatches have come as bolt from 
the blue; mutual funds have been 
operating on by far the lowest capital 
in the entire financial services sec- 
tor. The eight-year-old private sector 
life insurance industry hasn’t had any 
rude shocks, and such companies 
have actually been insisting on func- 
tioning on a lower capital base by 
introducing a risk-based capital 
model. But in the current global en- 
vironment, when under-capitalisation 
(and over-leveraging) has become 
the villain of the piece, is this really 
the way to go for life insurance firms? 


BANKS: Capital Woes 

Bangalore-headquartered Vijaya 
Bank plunged into a loss of Rs 76 
crore in the first quarter of 2008-09. 
The bank quickly attributed the loss to mark-to-mar- 
ket provisioning on its investment portfolio. Alongside, 
non-performing assets (NPAs) swelled to 0.68 per cent 
from 0.49 per cent a year ago; and the capital ade- 
quacy ratio slipped to 10.47 per cent as against 11.21 
per cent a year ago. The 77-year-old public sector 
bank (PSB) desperately needs capital to maintain its 





Roopa Kudva, 


Paresh Sukthankar, 





growth of 25 per cent-in 2008-09. 
But there is little headroom for that, 
what with the government’s stake 
perched at 53 per cent; if it sinks 
below 51 per cent, Vijaya Bank will 
lose its PSB status. 

Enter the good Samaritan in the 
guise of Finance P. Chidambaram, 
who, last fortnight, a /a Paulson, 
announced a plan to infuse capital 
into a few select banks. These include 
Vijaya Bank, along with the likes of 
Dena Bank, Andhra Bank and uco 
Bank. But this may yet be just tem- 
porary relief. As Roopa Kudva, 
Managing Director & CEO at ratings 
major CRISIL, points out, the problems 
may be longer-term in nature. “The 
banking sector faces profitability 
pressures due to higher funding costs, 
mark-to-market requirements on inv- 
estment portfolios, and asset-quality 
pressures due to a slowing econ- 
omy.” Clearly, in these circumstances, 
inadequate capital translates into 
constrained growth. 

“The cost of capital has gone up 
from what it used to be earlier. Even 
if banks grow at the system rate of 
20-25 per cent, there could be a cap- 
ital challenge, at least for some play- 
ers, to fund their business growth,” 
says Paresh Sukthankar, Executive 
Director, HDFC Bank. Interestingly, 
the three big private sector banks— 
ICICI Bank, HDFC Bank and Axis 
Bank—raised capital last year. In the 
current tight market conditions, how- 
ever, it's difficult to raise 10-15-year 
Tier II capital. The deposits of many 
of Indian banks are not growing in 
tandem with credit growth. For ins- 
tance, Canara Bank's deposits grew 
by 8.21 per cent, ICICI Bank's by 
6.03 per cent and J&K Bank's by 
13 per cent in 2007-08. That rate 
will slow down further this vear. 
“The banks that grew faster than the rate of growth of 
their deposits will be in trouble as a part of their funds 
were sourced at market rate. There could be very 
strong mismatches in asset-liability as well as in fund- 
ing and liquidity,” reasons a banker. By March 2009, 
Basel II norms require banks to provide for a wider 
range of risks than under the earlier norms that 
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considered credit risks alone. There are also instances 
of banks increasingly resorting to higher risk that is not 
reflected in their balance sheets. There are growing off- 
balance sheet items like forex derivatives, lines of 
credit and guarantees, which pose a big liquidity risk to 
banks, although the Reserve Bank, last fortnight, did 
issue prudential guidelines for off-balance sheet items. 
But if profitability comes under severe pressure due to 
the credit slowdown, and NPAs increase alongside, 
capital will fast become a casualty. 


CAPITAL OR REGULATION: 

The MF Dilemma 

Way back in 2001, Y.H. 
Malegam, a Chartered 
Accountant by profession 
who has been on many 
committees of the Secu- 
rities & Exchange Board 
of India (SEBI), suggested 
that asset management 
companies (AMCs) should 
have a minimum capital of | 

2 per cent of assets under $ HDFC Mutual fund 51, 
management (AUM). The 

then SEBI chairman D.R. 
Mehta welcomed the sug- 
gestion, but this contro- 
versial proposal was subsequently dumped as AMCs 
protested. Had Malegam's suggestion been imp- 
lemented, mutual fund major ICICI Prudential AMC 
would need to have a capital base of Rs 995 crore as 
against its existing capital of just Rs 17 crore. 

The argument of the fund industry is that AMCs are 
not banks, by design and structure, and hence there is 
no need to maintain a huge capital base. Recent dev- 
elopments where the fund houses saw massive asset- 
liability mismatches in fixed income schemes, thanks to 
their investments in long-term or illiquid securities, has 
brought into the open the subject of capital. In fact, 


MUTUAL FUNDS 


AMC AUM (Oct 


ICICI Pru AMC 49,772 17 85 69 


Figures in Rs crore *For ረ 


Dhirendra Kumar, 


ne 


Asset-Capital Mismatch 
Do AMCs need more capital or stiffer regulation? 


Reliance Capital Fund 4 10 96 698 


i 


Tata Mutual Fund 20,111 16 28 67 





many had to run to banks, non-banking finance com- 
panies and cash-rich corporates to meet redemption 
pressure before the Reserve Bank opened the loan 
tap against the buyback of certificate of deposits. 
Says Dhirendra Kumar, CEO, Value Research: 
“Regulations should be such that if there is negligence 
there should be a penalty. They should be driven out 
of business.” Today, asset management has become 
an AUM-driven business with little focus on profitabil- 
ity. One possible scenario? If lines of credit or any other 
external source of succour 
didn’t exist, fund houses 
would have had no option 
but to sell assets at current 
market levels or delay pay- 
ments till there is cash inf- 
usion in the fund from 
the maturity proceeds from 
investments. End-loser: 
= the investor. 
6 Mutual fund honchos 
look at the scenario a bit 
የሽ differently. Says Sujoy K. 
25 17. 166 ፪ሽ Das, Head (Fixed 
Income), Bharti AXA 
Investment Managers: “It 
is not a case of asset- 
liability mismatch but a 
case of getting exposed to the market risk.” Experts 
say there can be a capital provision for market as well 
as liquidity risk. “Regulations were framed when 
mutual funds didn’t have any money in their fixed 
income fund. Now you really need to revisit these 
regulations when debt funds have assets worth Rs 3 


NET RESERVES & 
PROFITS* SURPLUSES 


سيم - 


50 


‘lakh crore,” says Kumar. 


Recently, mutual funds were keen to offer capital 
guarantee products by way of equity-linked deben- 
tures. SEBI refused to give the go-ahead. The appre- 
hension clearly was what would a guarantee by under- 
capitalised AMCs be worth during a market slump? 
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bt capital 


00, 834 Maz Life Insurance Company 


“Risk-based capital is good 
as capital requirements could 


CEO, Reliance Life Insurance UE 


"The idea of risk-based model is 


align the capital to actual perform- 
ance of the company. If a company 





LIFE INSURANCE: Case for 
Lower Capital 

Last fortnight, the New York- 
headquartered Fitch Ratings 
downgraded close to a dozen 
insurance and re-insurance giants 
because of the pressure on their 
balance sheets. The negative out- 
look reflects the significant falls in 
global credit and equity markets, 
and the unprecedented market 
volatility and uncertainty. 

Back home, the eight-year- 
old private sector life insurance 
sector may not be as exposed 
to risk as their foreign counter- 
parts. But it may be a different 
story tomorrow. The Insurance 
Regulatory & Development 
Authority is working on ways 
to introduce risk-based capital 
norms. The players argue that as 
unit-linked insurance plans 
(ULIPS)—which make up more 
than 80 per cent of their port- 
folio—shift the risk to unit hold- 
ers, they require lesser capital 


be lower for companies being 
run on a conservative basis; - 
companies that have an 
aggressive approach should 


increase their capital" 


INSURANCE 
Capital or Risk-based Capital? 


Life insurers seem to prefer the latter, 
but is that safe? 
ICICI Pru Life 


Birla Sun Life Insurance 


a 2,204 
1,224 
፲፡-..22..2 cot. 


Tata AIG Life 


ENE‏ ا 
120 
LS 1000‏ 


mm Annual Premium wm Capital Base 
Figures in Rs crore for 2007-08 
Risk-based capital is the capital requirement based on the risk 
taken by insurer like guaranteed returns products require more 
capital as against market-linked ULIPs Source: BT Research 
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is taking a higher risk by offering - 
guaranteed products, then it will 
actually have 1o provide higner - 
capital and vice versa” 


vis a vis the traditional guaran- 
teed products where risk is 
higher. “Risk-based capital is a 
good way as capital require- 
ments could be lower for com- 
panies being run on a conser- 
vative basis; while companies 
that have an aggressive approach 
could see capital going up,” exp- 
lains Kamesh Goyal, CEO, Bajaj 
Allianz Life Insurance. 

There are those who argue 
that the capital-intensive nat- 
ure of the life insurance business 
coupled with the number of 
assumptions that are made 
(like persistency rate, surren- 
ders, claims, investment ret- 
urns, liquidity and mortality) 
make it a risk-loaded industry. 
“I think expectations of a 
reduction in capital adequacy 
or solvency margins at this 
juncture are premature,” rea- 
sons Viren Mehta, Director, 
Ernst & Young. He adds that 
there may be a case for reducing 
solvency margins provided 
adequate safeguards are intro- 


duced. Points out P. Nandagopal, CEO, Reliance Life 
Insurance Company: “It’s a lesser known fact that 
under ULIPs, there are also products with guaranteed 
returns. In the current market situation, there may be 
a case for ULIP-based guaranteed returns. But we have 
been offering such products even earlier.” The worry 
clearly for the industry, however, is the pile-up of 
losses. The situation won’t improve any time soon, 
what with demand slowing down in the wake of ris- 
ing inflation and falling markets. Capital reduction 
doesn’t appear the most pragmatic option in the 
midst of such sobering market conditions. 88 


Director, Ernst & Young 


"| think expectations of a reduction 
in capital adequacy or solvency 
margins at this juncture are - 
premature. There may be a case 
for reducing solvency margins - 
provided adequate safeguards 

are introduced" 
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AS CAPITAL BECOMES SCARCE IN GLOBAL MARKETS, 


FOREIGN PORTFOLIO INVESTORS— 
THE LIFEBLOOD RUNNING THROUGH 
DOMESTIC EQUITIES—TURN THEIR BACKS ON INDIA. 
WILL THEY RETURN, OR SHOULD WE BE WAITING FOR THEM AT ALL? 


RACHNA MONGA 


RY THIS FOR SIZE: IF THE 
inflows of foreign insti- 
tutional investors (FIIs) 
into Indian equities over 
the past five years were 
up for grabs on Wall Street, Lehman 
Brothers Holdings might not have 
gone under. Or Merrill Lynch 
wouldn’t have been compelled to 
rush into the arms of Bank of 
America. Since 2003, Fils have 
pumped all of $51 billion 
(Rs 2,49,900 crore) into Indian 
stocks. That's a lot of money—just 
$7 billion (Rs 34,300 crore) short of 
the $58 billion (Rs 2,84,200 crore) 
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worth of toxic mortgage-backed 
securities that dragged Lehman 
down; or perhaps Merrill could 
have used up the $51 billion to off- 
set the $40 billion (Rs 1,96,000 
crore) of sub-prime related write- 
downs Wall Street's #3 investment 
bank was forced to make. 

That, of course, was till 2007. It’s 
a slightly different story now, what 
with the Fils pulling some $12 billion 
(Rs 58,800 crore) out of Indian equ- 
ities till October 23, 2008. Perhaps, 
if the Indian stock markets were an 
investment bank on Wall Street, a 
bailout would be in order. 





The correlation between FII inf- 
lows and the movement of the 
Sensex, is clear as crystal. The $51 
billion that flowed in propelled the 
30-share index from sub-4,000 level 
in 2003 to 20,000 by early-2008. 
The outflows of 2008 have resulted 
in the Sensex sinking to 8,700-level 
at the time of writing. Reports at the 
time of going to the press suggested 
that Securities and Exchange Board 
of India (SEBI) may consider a ban on 
overseas stock lending and 
borrowing done by foreign inv- 
estors. This further added to the 
negative sentiment. 


If the foreign investor is bidding 
adieu to India, it’s got more to do 
with the stress in the financial system 
in his own backyard than any fun- 
damental issues with the domestic 
market. What’s more, they’re fleeing 
from other hitherto-attractive havens, 
too. According to EPFR Global, a 
firm that collates asset allocation 
data, foreign investors have with- 
drawn $29.5 billion (Rs 1,44,550 
crore) from emerging stocks and 
bonds over the past three months. 

Government bailouts in the us 
and Europe may provide some relief 
in terms of liquidity, but for markets 


FAIR-WEATHER FRIENDS 


Foreign investors have pulled $12 billion 
out of Indian stocks since January. 


48::88፡2።22 2000 SRE. 
0.56 


2.5 





2.90 


Source: SEBI 


3.23 Figures in $ billion 


there may be more pain in store. 
While the chances of more banks 
going bust can’t be ruled out, the 
adventurous hedge fund universe— 
known for its high-risk, high return 
maneouvres—hasn’t yet got caught in 
the tornado. Analysts expect that to 
happen in the days ahead. 

So, have the Fils gone for good, or 
will they be back in better times? 
Or perhaps the question to ask is: 
will the times get better, at all? That 
it could be 3-4 quarters before 
they’re back is just one estimate. 
Arun Mehra, Fund Manager at 
Fidelity India Focus Fund, a dollar- 


denominated and India-dedicated 
offshore fund, is surprised by the 
ferocity of the FII exodus. “Since 
India is not an export-oriented econ- 
omy, we should have held up better. 
The way stock prices had moved to- 
wards end-2007, the correction was 
waiting to happen; but we didn’t 
anticipate the turmoil will make for- 
eign investors flee markets like 
India,” says Mehra, whose fund has 
assets worth $2.89 billion (Rs 14,161 
crore) invested in Indian companies. 

A slowdown in industrial growth 
and corporate earnings may have 
taken some steam out of the rally 
in domestic markets. But the panic in 
global markets in September and 
October—which account for roughly 
50 per cent of Fil sales in 2008— 
clearly took its toll of investor senti- 
ment. Nick Beecroft, Portfolio 


Specialist at T. Rowe Price Intern- 


ational, Inc., which is registered as an 
FII with SEBI, says there is a complete 
aversion towards risk among retail 
and institutional investors in the Us 
and the UK. “When they find uncer- 
tainty in their home markets, the 
tendency is to sell assets in emerging 
markets to cover risks," he adds. T. 
Rowe Price's global emerging mar- 
kets fund has an overweight posi- 
tion in Indian stocks and the Asia 
ex-Japan Fund has invested one- 
third of its assets in India. 

If you thought the over 50 per 
cent erosion in value makes Indian 
stocks cheap, that may not quite be 
the case. India has in the recent bull 
phase always traded at a higher price- 
earnings multiple (P-E) to other 
emerging markets. Despite the recent 
fall, it still trades at a ፻-ጾ of around 
11 times earnings for 2009—that’s 
still at a premium to the emerging 
markets multiple of 7.2 times. 
"Investors still see India as an exp- 
ensive market," says Beecroft, which 
could indicate that India will wit- 
ness more outflows. There are a lot 
of companies and markets across 
the world that are trading cheaper 
than India, avers Mehra. 
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Arun Mehra , Fund Manager, 
Fidelity India Focus Fund 


INDIA OUTLOOK: A correction in Indian 
Stocks was expected but we didn't 
anticipate global investors to sell off 

in India, because of the troubles in their 
home markets. 





y | 


Sridhar Sivaram, Adviser 
Morgan Stanley India Investment Fund 


INDIA OUTLOOK: |t could take another 
3-4 quarters before you 

can see money coming back 

to emerging markets in general 
and India in particular. 





Adrian Lim , Fund Manager 
Aberdeen Global India Opportunities Fund 


INDIA OUTLOOK: Indian stock markets are 
likely to stay volatile in the run-up to the 
elections... .it is still too early to call a 
bottom to the sell-off, despite the recent 
rebound in sentiment 
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So if money is flowing back 
home, it is also because quite simply 
stocks are cheaper there. For ins- 
tance, on September 30, the Dow 
Jones Industrial Average, the us 
benchmark index, had a P-E of 
11.35, as good as a multiple of 11 
times offered by Sensex. Moreover, 
the currency gains no longer hold 
out as the Indian rupee has depre- 
ciated from Rs 39.398 in January 
to Rs 50 to a dollar; this means 
the Fils take lesser dollars home. 
That's why, as Sridhar Sivaram, 
Executive Director, Morgan 
Stanley Investment Management, 
points out, it's the investors and 
funds from non-emerging market 
dedicated funds, that are leaving in 
a hurry. Along with this, hedge 
fund redemptions are also result- 
ing in FII outflows. 

Perhaps, the only salvation for 
emerging markets is if the decou- 
pling theory plays out. Capital flows 
will reverse if India is able to break 
free from the troubled global econ- 
omy. Last fortnight, a global report 
by Morgan Stanley predicted that 
100 per cent growth in worldwide 
GDP will come from emerging mar- 
kets in 2009. Sukumar Rajah, cio 
(Equity), Franklin Templeton 
Investments, feels that despite a 
slowdown in Asian region, growth 
will be several notches ahead of the 
developed economies. Will that 
translate in to higher capital flows in 






INDIA OUTLOOK: 





Sukumar Rajah, cio (Equity), 
Franklin Templeton Investments, India 
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Positive demograph- 
ics and the need for infrastructure 
within the Indian economy should 
sustain GDP growth over the 


long term. 


emerging markets is anybody's guess. 
Adding to the uncertainty are 
the forthcoming general elections. 
“Indian stock markets are likely to 
stay volatile in the run-up to the 
elections...it is still too early to call 
a bottom to the sell-off,” says 
Adrian Lim, Fund Manager, 
Aberdeen Asia Asset Management, 
which manages a $2-billion 
(Rs 9,800 crore) India Global 
Opportunities Fund. Lim maintains 
a conservative India strategy of foc- 
ussing on cash-rich companies that 
have an opportunity to strengthen 
their competitive position. 
Sivaram feels that almost half 
of the capital expenditure ann- 
ounced last year may not come 
through, and that companies could 
scale down projects. At the same 
time, he points out, foreign investors 
do understand that India will stand 
to gain because of the global fall 


IN SELL MODE Fils are paring their stakes in a big way.* 


30 


Astra Ranbaxy Apollo Dabur Gujarat Bajaj Aptech Phoenix Development 
Microwave Labs Hospitals Pharma NRE Coke  Hindusthan Mills Credit Bank 
Products 


፻ 01, 2008-09 88 Q2, 2008-09 






28 





مف 


Figures in per cent, have been rounded off 


*BSE 500 companies in which Fils have reduced their stake the most 
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Nick Beecroft, Portfolio 


Specialist, T. Rowe Price International 






INDIA OUTLOOK: While we maintain an 
overweight position for India in our 
global emerging markets fund, a 
heavy reliance on foreign flows will 
remain a concern for few months. 


in commodity prices, as India is a 
large importer of commodities, like 
oil and fertiliser. “The overall fin- 
ancial crisis is so huge that the im- 
pact of falling commodity prices 
will not be felt in the stock market 
immediately. However, the Indian 
economy will stand to benefit with 
lower fiscal deficit due to fall in oil 
and fertiliser prices," he adds. The 
offshore funds of Morgan Stanley 
have a defensive strategy of stay- 
ing away from companies with high 
capex plans and focus on consumer 
discretionary and staples, and cash- 
rich companies. 

Amidst the dark clouds, there 
are more than a few silver linings. A 
vote of support for emerging markets 
should come from the large institu- 
tional investors such as pension funds 
and sovereign wealth funds. 
Recently, Norway's $350-billion 
(Rs 17,15,000 crore) sovereign 
wealth fund announced plans to inv- 
est $2 billion in India by the end of 
this year. The fund has increased 
the weightage of India in its invest- 
ment portfolio. A Us-based pension 
fund, California State Teachers' 
Retirement System, which has been 
investing in non-US markets through 
the private equity route, may con- 
sider a global equity asset allocation 
strategy. This interest is based on an 
external study commissioned by the 
fund that points to the increasing 
contribution of emerging markets to 
world Gpp. India needs more of 
those—studies and allocations. 8 . 
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and other leading outlets. 


FEWER 
ROUTES 


CHOICES 


Bleeding cash, Kingfisher and rival Jet strike a surprise alliance that will h 
60 per cent of the market. Will it work? Or work against consumers 


UST BEFORE DIWALI, MANY 
budget travellers had a taste 
of things to come when 
long-distance trains from 
Delhi to the east were can- 
celled. Queuing up for air tickets 
they got their first shock: a seat 
that would have been theirs for 
around Rs 5,000 just a few days 
ago was now going for Rs 20,000. 

The same passenger had proba- 
bly flown long-distance for Rs 500 
two years ago, when India’s new, 
low-cost carriers made air travel 
possible for the common man with 
no-frills flexi pricing. 

Remember 2003, when Captain 
G.R. Gopinath launched Air Deccan 
with some tickets priced so low 
that Indian Railways was fearful of 
losing its upper-end passengers? 
That was when you had several 
choices for every major destina- 
tion? And that was also when air- 
port security check lines were longer 
than a Boeing 737? So what, if in 
2006, rising fuel costs forced airlines 


to slap a surcharge? Air travel was 
affordable fun. 





Back in March 2003, India’s 
civilian aviation fleet had 138 air- 
craft, aviation turbine fuel (ATF) cost 
Rs 22,380 per kilolitre, and around 
14 million passengers had taken 
scheduled flights in 2002-03. New 
players entered, fares were cut, the 
fleet size expanded to 350 by March 
2008, and passenger count rose to 
44 million—but ATF prices also shot 
up to Rs 47,048 a kilolitre. 

Deccan had brought down fares 
on the Delhi-Mumbai route to Rs 
725-2,000 in 2004, from above Rs 
6,500 in 2003. Fares stayed low, 
around Rs 4,000 till recently. But, 
after a rising profit trend from 
2002-03 (Rs 426 crore) to 2004-05 
(Rs 528 crore), losses began to 
mount and the overall figure was Rs 
3,500 crore-plus by March 2008. 

Today, with airline ticket prices 
and the BsE Sensex having switched 


ቻቹ to L. Kingfisher's Vijay‏ عبد 
MEEK and Jet's‏ 


ing the allia 


N laresh Goval 


‘attor 111618 
after an 


NOVEMBER 16 


roles, yesterday’s bitter rivals 
Kingfisher Airlines and Jet Airways 
have struck a grand alliance that 
could also draw in Indigo and 
Paramount. Meanwhile low-cost 
pioneer Gopinath is seeing his brand 
lost in Kingfisher. 

The airlines together owe the 
oil companies over Rs 3,000 crore 


and the Airports Authority of India 
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THE FLIGHT OF ለ8057 


So, how did the aviation sector in India manage to get itself 


into this mess? We take a look back at five wild years! 


£ SA H A 





t. May 2004: 

ha Praful Patel 
becomes 
Aviation Minister. 


Mar 2004: Air Sahara becomes the 
first Indian private carrier to fly 
international. Destination: Colombo. 
Jet follows the next day. 





Dec 2004: 

Liquor tycoon Vijay 
Mallya wades into 
aviation with an 






P ሥ፦ሥዴ order for 10 Airbus 

` February 2004: Air Deccan A320 aircraft, 
orders two Airbus የ9. A Docea, Wyatt 
A320, the start of what umen d 


Airbus' order books. 


became 62 orders. 


Chandra Committee releases a road- 
map for the aviation sector. Among 
the suggestions, which included 
giving private airlines, international 
rights and raising the bar on FDI in 
aviation, which were done by the 
UPA government, two important 
recommendations are forgotten- 
rational ATF pricing and the 
privatisation of Air India. 





፡ 
* Feb 2005: SpiceJet, BA 
AAA 


the reincarnation of 
ModiLuft, says it will 
restart operations with 
an order for 10 Boeing 
737-800. Jet’s 

public issue 

| | oversubscribed; 
raises Rs 1,900 crore. 


AIR DECCAN 


Aug 2003: Air Deccan takes 


| 
December 2003: The Naresh 
off as first low-cost carrier. 










aire ተ-ተያነ ደልያ 


expr 
April 2005: Air India launches 


May 2005: Vijay Mallya launches Kingfisher 
as a full-service single class carrier, the first 
in India with seat-back TVs for every 
passenger. SpiceJet enters as second low- 
cost carrier. Jet becomes first Indian private 
carrier to fly to London Heathrow. 





June 2005: Indian carriers make a splash 
at Paris Air Show. Jet picks up 20 Boeing 
and 10 Airbus aircraft, Paramount Airways 
says it will buy five Embraer E-jets and 
start operations in October, but Kingfisher 
steals the show with an order for 15 Airbus 
wide-body aircraft, including five of the 
gargantuan A380. Big redefined: Startup 
indigo orders 100 Airbus A320 aircraft. 


November 2005: 
The Wadias of 





launch Go Air. 


JET AIRWAYS ይ 
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Bombay Dyeing 


low-cost brand to link Gulf January 2006: Jet offers $500 mn (Rs 2,450 cr) 
destinations. 
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to buy out Air Sahara. Air India places order for 68 d 
Boeings: first major order in over Way two decades. 8 
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In July 2008 — 
Bleeding heavily, the 
newly formed National 
Aviation Corporation 
of India requests 
Rs 2,300 crore from 
» the government in 
À equity and loans. 





February 2006: 
Indian Airlines, losing 
money and market- 
share, says it will buy 
43 Airbus A320. 














፪ ATF prices peak 

r= me | roposed x in August 2008, 
merger with Air Sahara. ፪ at Rs 71,028 Der 
| kilolitre for domestic 
operations in Delhi. 
















ndigo begins operations. 


September 2006: 
Airline fuel surcharges 
‘ouch Rs 750. 


December 2006: 
Airlines add ‘congestion 
surcharge’ for takeoff and 
anding delays. 





Kingfisher finally goes international, 
touching down at Heathrow on 
September 8. But rising losses 
force Mallya to cancel all five Airbus 
A340-500 aircraft, which were 
E B scheduled to operate non-stop 

- March 2007: services to the US. Also shows the 









— Cabinet clears B door to 300 former Deccan 
| merger of Air ` employees. 
= India and : 


Indian Airlines. On the eve of an aviation show in 
27 Hyderabad on October 14, Jet 
Airways and Kingfisher Airlines 


JetLite announce ‘operational alliance’. 








April 2007: 

Jet Airways agrees to 
ay Rs 1,450 crore to 
)uy Air Sahara, Jet 
scrip is hammered. 


E 










nj ied ^ in the red, agrees to | Pn October 15, Jet Says [ IS 
over by Kingfisher— which x terminating the 


international flight. rights. contracts of 1900 


ground and cabin crew. 





<= 








መሙ £ _ | After protests and political intervention, 
— dE D the airline re-hires all but gives no 
"n \ A 3 . £ guarantees about their future. | 





anuary 200፻ 
et starts services to West Asia. 


EAN ELS ል: ንኣ 


Kingfisher slashes salaries of some 
pilots. Others also look for cost cuts. 


MAY DAY! 


* ይች. 
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Rs 500 crore for flight and airport 
charges, and have already begu: 
cancelling aircraft orders or even 
returning them. 


Visibility: Poor 

50, what's on the radar for passen 
gers and the airlines? For passen 
gers, it is fewer choices and back-to- 
higher fares, almost certainly. For 
the airlines, the outlook is hazy. 
Higher fares (or government relief 
on fuel prices) will help. Mergers 
and alliances may help them “ra- 
tionalise" routes, but disparate fleets 
will mean high maintenance costs. 

As Gopinath's legacy fades, his 
partner Vijay Mallya is glad in a 
way. "The fares offered today are 
unviable," bellows the flambovant 
liquor baron who made a style 
statement with his Kingfisher 
Airlines in 2005. “Given the rise in 
fuel and staff costs and the weak 
economy, airlines need help to 
survive and we are glad the gov- 
ernment is doing something about 
it," he says. 

Mallya and his new-found part- 
ner, Naresh Goyal, Chairman of 
Jet Airways, backed by Civil 
Aviation Minister Praful Patel, have 
managed to get the oil companies to 
give longer credit, but have failed to 
get all the states to cut sales tax on 
ATF. Only some have done so. 

"States must realise that a 
healthy airline industry can add 
one to two percentage points to 
GDP," Patel says. 

While the grand alliance has 
Patel's blessings, others question its 
wisdom, not least because Goval 
and Mallya are not what people 
would call the best of friends 


Cross Check 

The Kingfisher-Jet alliance will cre- 
ate a pool of close to 200 aircraft. 
enabling both to reduce overlaps 
and cut costs. What about the pas- 
senger? Both airlines stress that the 
alliance is “not anti-competitive”. 
and in Mallya’s words, “what the 
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FIRST TO BREAK... 


Who is more likely to walk away from this marriage of convenience? 
There is no formal betting allowed in India, so we can't bring you the odds, but here we give 


percentage chances, based on nothing but our "a guess. 


NARESH GOYAL 
"$5 7095 


Goyal doesn't have much in the form of 
other businesses. Goyal and Mallya are not 
the best of friends and with more interna- 
tional aircraft in operation, he could wait for 
the business to stabilise before breaking off. 


consumer needs is for airlines to 
survive, this alliance will help that 
and so, is pro-consumer." 

With 60 per cent of the mar- 
ket sewn up between them not 
everybody thinks so. Tony 
Fernandes, CEO of Air Asia, Asia's 
most successful LCC, says such an al- 
liance will not pass muster in most 
parts of the world, *but times are 
difficult in India". 

Edgardo Badiali, CEO, GoAir, 
the Wadia-promoted LCC, does not 
rule out entering an alliance. “Yes, 
of course... it will make sense. But 
one has to find the right people 
who share a similar service and sim- 
ilar approach." He concedes that 
load factors (the number of pas- 
sengers divided by the number of 
available seats) have dropped dan- 
gerously, from 79 per cent this time 
last year to 59 per cent now. 

Fernandes says airlines are to be 
blamed for creating the huge over- 
capacity. Compared to the pre- 
boom fleet of 138 aircraft, India's 
private airlines now have a total of 
around 400. 

“If people are striking alliances 
and citing over-capacity as one of 
the reasons, let me make one thing 
clear—we certainly did not create 
that over-capacity,” Badiali says. 
GoAir has just five aircraft. 


Fright Deck 


While Patel’s plans of getting a 
hand-out for the private carriers 
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VIJAY MALLYA 


30% 





፡ Mallya E this alliance more than Goyal. 
፡ He has had to return all five A340-500 

: aircraft that were supposed to fly interna- 

| tional. His main liquor business is minting 
: cash, but he cannot fly solo for too long. 


have been shot down, he might 
have to be forced to infuse capital in 
the state-owned National Aviation 
Corporation of India, the holding 
company for Air India. Crippled 
by debt, the national carrier is suf- 
fering because it can't drop routes. 

*We are hopeful that the gov- 
ernment will give us a cash and eq- 
uity infusion," Jitender Bhargav, 
Director, Air India, says. 

The Petroleum Ministry has told 
oil companies to adjust ATF prices 
fortnightly instead of monthly. 
With global crude prices dropping, 
and with pressure on states to cut 
taxes, ATF prices could drop to the 
2005-06 levels of Rs 35,000 by 
early 2009. 

But even as the airlines fight off 
one demon, they are faced with 
another: a weaker global economy. 

Giovanni Bisignani, CEO, 
[International Air Transport 
Association (IATA), says that the 
impact of the global economic 
meltdown is already being felt at 
the *front of the plane" (business 
class seats). 

Deep Kalra, CEO, MakeMyTrip, 
an online travel agency with a sig- 
nificant NRI business, says inbound 
bookings by NRIs are sharply down, 
and hotels expect bookings in win- 
ter to drop by 15-20 per cent. 

The airlines might have survived 
the summer of discontent by getting 
a few concessions, but they face a 
chilling winter. 88 
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costs... So, what does the 


` Wadia-promoted LCC GoAir do? — 


Launch premium seating on its 


` flights. Branded GoComfort, it will 


be targeted at corporate travellers — 
. looking for affordable business = 
class comforts. | 


“There is an ‘opportunity or a 


business class service at a lower ` 


price point as business class travel. 
in network carriers is priced very ` 
exorbitantly," says Edgardo 
Badiali, CEO of GoAir. ate 
GoAir's "business class" fares 


` will start with Rs 1,750 added to 


the budget fare. A traveller will 


get a choice of a window or aisle ٠ 
seat in the first four rows, com- : 


plete with extra leg space. GoAir is - 
also mulling a scheme for frequent - 
flyers as nearly 20 per cent of its . 


passengers are repeat flyers. 


Aviation experts say LCCs will 
have to look at increasing their - 


yields. "LCCs have so far been tap- = 
ping price-sensitive customers but _ 
air fares have gone beyond the | 


reach of these customers. So, they 
are trying to attract corporate 
travellers,” says Kapil Kaul, India - 
CEO, Centre for Asia- Pacific | 


` Aviation. 


While Indian aviation compa- 
nies are expected to post losses 


` adding up to $1.5 billion (Rs 7, 350 


crore) in 2008, globally that figure 
is expected to exceed $5.2 billion. 


(85 25,480 crore), according to- 


` IATA CEO Giovanni Bisignani. 


He says that he is “very, very - 
worried” about India. Since the 


` beginning of 2008, nearly 30 air- 
lines have shut shop globally ‹ and 


20 more are on the "watch list." 


He refused to reveal if there are 


any Indian names on that list. — 
T.V. MAHALINGAM ` 
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Competitors Or Cartel? 


Indian aviation industry is passing through. But, it raises fears of a monopoly. Has the 


1 he teaming up of Kingfisher and Jet was the outcome of the extremely difficult times the 


deal created a cartel that will leave passengers in the lurch? If so, which regulatory body is 
entitled to look into all the aspects of the deal? We try to answer these questions. 


Does the Kingfisher-Jet deal have 
anti-competitive elements? 

It cannot be ruled out, since it 
means fewer options for the pub- 
lic and chances of fares being 
marked up. Indeed, such airline 
alliances and mergers have been 
closely examined by competition 
authorities globally precisely on 
these grounds. 

Certain elements of the deal 
may come under regulatory 
scrutiny. For one, route rational- 
isation—one of the lynchpins of 
the alliance agreement—could 
directly impact competition on 
routes where both airlines have a 
significant presence now. The 
arrangement gives the partners a 
combined share of over 60 per 
cent of domestic civil aviation. 

However, what, perhaps, 
works in favour of the alliance is 
the tumultuous phase the avia- 
tion industry is passing through 
with all the airlines bleeding. 


Who will probe the arrange- 
ment between the two airlines? 
At present, the Monopolies & 
Restrictive Trade Practices 
Commission (MRTPC) is examining 
the deal. In India, if an alliance is 
a joint venture or even an agree- 
ment, it can be examined post- 
facto by MRTPC via its investi- 
gating arm, the Director-General 
of Investigation & Registration 
(DGIR). The MRTPC has told DGIR 
to investigate the pact and find 
out whether it will lead to a mo- 
nopoly in the aviation industry. 
DGIR has to submit its report 
within 60 days, examining 
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whether the alliance can result 
in a monopoly or a restrictive 
business practice. It will also sniff 
out hints of cartelisation. 

The MRTPC is governed by 
India's first anti-competitive leg- 
islation, the Monopolies & 
Restrictive Trade Practices Act of 
1969. The MRTP Act is still the 
extant competition law in India, 
as the Competition Act 2002 has 
nct yet been fully implemented. 


What is the role of the Competition 
Commission of India (CCI)? 

In the 1990s, the changing busi- 
ness dynamics globally forced the 
Union government to take a close 
look at the MRTP Act. In October 
1999, the Raghavan Committee 
on Competition Policy and Law 
was appointed to chalk out a 
blueprint for a modern competi- 
tion law. Acting on its report,the 
Government framed the 
Competition Act, 2002, as the suc- 
cessor to the MRTP Act. Under 
the Competition Act, the 
Competition Commission of India 
is the nodal body for discouraging 
practices that have an adverse 
effect on competition, protect- 
ing consumers, and ensuring free- 
dom of trade carried on by other 
participants in India. 

But, although CCl was 
established in October 2003, it 
could not become functional 
because of a petition before the 
Supreme Court challenging some 
provisions of the Competition 
Act. The apex court has now dis- 
posed off the petition, paving 
the way for the formal notifica- 


tion of the Act. 


What are the powers of CCI? 

At present, CCI is a virtual tiger, 
toothless to boot. First, its pow- 
ers have not been notified. 
Secondly, the commission does 
not have any members. The 
Justice Altamas Kabir Panel set 
up by the government to rec- 
ommend a Chairperson and 
members of the reworked com- 
mission has given its report, and 
it is now up to the government 
to operationalise CCI. 

It will have a Chairman, and 
two or a maximum of five mem- 
bers who will be appointed by 
the Union government. The CCI 
will not merely be a law en- 
forcement agency, but will be 
actively involved in the formu- 
lation of economic policies. 

It will also advise the govern- 
ment on competition policy, take 
suitable measures for the pro- 
motion of competition advocacy 
and create awareness and impart 
training on competition issues. 

The commission is expected 
to safeguard the interests of con- 
sumers against the misuse of 
market dominance by large com- 
panies. Last year, Parliament 
passed the Competition (Amen- 
dment) Bill, 2007, which clearly 
lays down that the commission 
will act as an expert body to pre- 
vent and regulate anti-competi- 
tive practices, while the judicial 
functions will be undertaken by a 
proposed Competition Appellate 
Tribunal. 
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As Chandrayaan-1 hogged the limelight, ISRO 
subsidiary Antrix crossed another milestone by 
exporting its first-ever satellite. Now, can India beat 
its cryogenic blues to get into big launches? 
K.R. BALASUBRAMANYAM & N. MADHAVAN 


T WAS UP AND AWAY IN A PLUME 

of fire almost before the hu- 

man eye could capture it, with 

the promise of putting the 

Indian tricolour on the moon 
by mid-November. The 1,380 kg 
Chandrayaan-1, the country’s first 
unmanned mission to the moon, 
launched atop a polar satellite launch 
vehicle (pSLV) of the Indian Space 
Research Organisation (ISRO) on 
October 22, was scheduled to reach 
lunar orbit on November 8. 

When Chandrayaan-1 sends a 
probe crashing into the moon’s 
surface at 1 km per second, it will 
raise not only a cloud of dust for 
scientific study but also the pride 
of Indians (the tricolour has been 
painted on the probe). Critics say 
that satisfying the Indian pride is 
the mission’s main objective and 
consider the Rs 386-crore bill a 
waste since the moon has been 
well researched by the major pow- 
ers and has not thrown up any- 
thing interesting. 

ISRO disagrees, and says the 
missions of the Us and Russia (then 
the USSR) focussed on the moon's 
equatorial region while its own pay- 
load is equipped for a total map- 
ping. ^Our payload is unique... It is 
more comprehensive for the total 
mapping of the moon," says G. 
Madhavan Nair, chairman, ISRO, 
adding: “ISRO 15 the only space 
agency in the world, which has 
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made use of technology to improve 
the life of the common man." 

He cites a study that quantified 
the benefits of the space programme 
as 1.5 times the spending of $2 billion 
so far. *In our budget of less than 
$1 billion (IsRO's budget for 2008- 
09 is Rs 4,074 crore; NASA's budget is 
$20 billion or Rs 98,000 crore), 80 
per cent is being used to benefit the 
common man," he says, referring 
to remote sensing, telemedicine and 
tele-education. 

So, was Chandrayaan-1 about ex- 
panding scientific knowledge of the 
moon or upgrading ISRO's techno- 
logical capabilities? Both; while the 
first is a shot in the unknown, the 
second has concrete benefits—as seen 
from the steep trajectory of income 
and profits reported by ISRO's business 
arm, Antrix Corporation. Nair is 
Chairman of Antrix, too. 

Even before Chandrayaan's 
launch, while India and the world 
were worrying over the global fi- 
nancial meltdown, Antrix had 
crossed a milestone unnoticed and 
unheralded. It delivered a commu- 
nications satellite, the W2M, to the 
Paris-based Eutelstat, a leading tele- 
com operator, on October 18. 

Although the w2M satellite—un- 
like the home-grown Chandrayaan- 
1—was conceived and built in as- 
sociation with EADS Astrium, the 
European satellite major, it was the 
first complete commercial satellite 
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CUSTOMER PROFILE 


> Satellite operators. 


> Service providers 
(VSAT, DTH, Geospatial information companies, etc.) 


> Satellite manufacturers 

< Users of spatial information 

> Customers for launch and mission services 
> New space agencies 


DEALS ON HAND 


LAUNCH SERVICES 
XSAT (Singapore) 2009-10 


SPACECRAFT 
HYLAS (UK) 2009 


BUSINESS PORTFOLIO 
SATELLITE SYSTEMS 

€ Communication & Broadcasting 
® Earth Observation 

® Meteorology 

© Scientific 


SATELLITE SUB-SYSTEMS 
AND COMPONENTS SERVICES 


€ Launch Services 

® Earth Observation Data Services 
© Mission Support - TTC/LEOP/IOT 
© Transponder Lease Services 

© Training & Consultancy 
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Antrix is not the only one re 
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crore in 2008-09. For example, the Rs 
100-crore deep-space network built by 
the public sector Electronics 
Corporation of India (ECIL) on 
Bangalore’s outskirts, had compo- 
nents built by many others, including 
private sector Indian companies. 
Apart from majors like ECIL or 
Godrej, ISRO’s activities have helped 
scores of medium-scale industries like 
Avasarala Technologies in Bangalore 
and Astra Microwave Products and 
MTAR, both in Hyderabad. “Over the 
last two years, we have got orders 
worth Rs 25 crore each from ISRO, 
and I think the orders are only going 
to rise in the coming years,” says B. 
Malla Reddy, MD & CEO of the listed 
Astra, which supplies transmit/ re- 
ceive (TR) modules for remote sensing 
satellites, automatic weather stations 
and C-band and Ku-band receivers. 
Avasarala, which supplies heat 
pipes for payload structural panels, 
is moving up the value chain. “We 
are thinking of migrating into total 
assembly of structural panels,” says 
T.T. Mani, MD & CEO of Avasarala, 
which hopes to end the year with 
revenues of Rs 200 crore, up Rs 48 
crore over last year’s figure. 


Growth Trajectory 

Antrix reported revenues of Rs 940 
crore and a profit after tax of Rs 
168 crore in 2007-08, an increase 
of 41 per cent and 60 per cent, re- 
spectively, on the corresponding 
figures for the previous year. 
“Antrix is an amazing success 
story. It was started with equity of 
just Rs 1 crore in 1994, and 
you can see where it is now,” says 
S.V. Ranganath, Special Secretary 
(Finance), in the Department 
of Space. 

U. Sankar, author of The 
Economics of India’s Space 
Programme, notes that ISRO's market 
opportunities lie in, among others, 
the launch of small satellites in po- 
lar orbits. “Its unit launch cost is 
lower because of its learning-by- 
doing approach, lower cost of tech- 
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“A GSLV with an indigenous 

cryogenic engine will blast off 

some time next year” 

G. Madhavan Nair 
CHAIRMAN, ISRO 


nical manpower and lower risk,” 
says the honorary professor at the 
Madras School of Economics. 
S.R. Kulkarni, Professor of 
Astronomy & Planetary Sciences 
at Caltech, says the future of the 
space business and space science is 
quite bright. “India need not travel 
the same path as the pioneers or 
the new entrants, but can blaze a 
distinct trail by building on her 
strengths,” he says. (see next page) 
As for Chandrayaan itself, the 
possibilities for commercial gains are 


PSLV: TRULY A WORKHORSE 
PSLV-D1 


Unsuccessful 


PSLV-D3 21.03.1996 _ 
PSLV-C1 


ESED ee 
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Successful 
GSLV: WORK IN PROGRESS 


GSLV-D1 18.04.2001 Unsuccessful 
Successful 


Successful 





quite distant. “Right now, it will be 
premature to talk of the commercial 
spin-offs from Chandrayaan-1. But at 
a later stage we will think of possible 
launch opportunities for any private 
initiatives for moon probes and lunar 
missions. Like, for instance, small 
satellites, which will be launched ei- 
ther through private enterprises or 
through space agencies,” says Murthi. 


Escape Velocity 

ISRO has more immediate chal- 
lenges on hand than a manned 
space mission or a Mars landing. 
It is in establishing itself as a signif- 
icant player in the multi-billion dol- 
lar commercial satellite launch busi- 
ness. With the PSLV, ISRO has be- 
come a reliable low-cost player and 
can launch 1,600 kg satellites into 
their intended orbits. Chandrayaan- 
1 was the 13th consecutive suc- 
cessful launch of a rs; v.—the work- 
horse has so far carried aloft 30 
satellites, including 16 foreign ones. 

But the same cannot be said 
about the Geosynchronous Satellite 
Launch Vehicle, which can carry 
heavier and costlier telecommuni- 
cations satellites. The GSLV’s record 
has been patchy, because India is yet 
to develop the required expertise in 
cryogenic rocket engines. 

*We are not ready for that yet. 
We have the capability to launch 
D K-class spacecraft (weighing about 
2,000 kg) only. When we develop 
GSLV Mark 3, we can offer (launch) 
services for satellites weighing 
around 4,000 kg," explains Murthi 
of Antrix. 

ISRO hopes to perfect the GSLV 
by 2010, as it has made some ad- 
vances with the cryogenic rocket 
engine technology. The cryogenic 
engine in a GSLV's upper (third) 
stage gives it the required injection 
velocity. The GSLV launches so far 
have used the seven engines sup- 
plied by Russia since 1996. But 
Russia stopped supplies following Us 
pressure over the supply of this 
dual-use technology. Cryogenic en- 
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gines are hard to build, and India 
has just started making some 
progress after its initial failures. 

“The cryogenic engine is fully 
qualified. We have completed long 
duration tests on the ground... A 
GSLV with indigenous cryogenic 
engine will blast off some time 
next year,” says Nair. 

The GsLv will give ISRO the es- 
cape velocity needed to enter the 
business of launching heavy satel- 
lites with its clear cost advantage 
(some say as much as 25 per cent). 

“ISRO has multiplied its 
launches over the years. Earlier, 
we did one launch a year. Now 
we do four. Next year, it is likely to 
be six. Priority was given for PSLV 





and Chandrayaan-1. But we have 
kept GSLV’s sub-systems ready,” 
Nair admits. 

As for the GSLV Mark III, ISRO of- 
ficials say that three important ground 
tests will be conducted some time 


next year and the first launch will 


happen by 2010 end or early 2011. 

ISRO is also working on a re-us- 
able launch vehicle. Re-use of the 
various stages of PSLV and GsLv will 
reduce launch costs dramatically. 
“The re-usable launch vehicle is 
still in a concept stage. Over the 
next two years, we will need to 
do demonstration projects... and 
expect one to be ready to use in 
2020 or so,” Nair says. M 
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COLUMN 


he Indian Space Research 

Organisation (ISRO) deserves much 
credit for elevating the public’s interest 
in space research to a level comparable 
to that in cricket and the economy. 

The space business is dominated by 
the US, Russia and Europe, and India, like 
China, hopes to get a piece of the launch 
business. The supply of high resolution 
images in various bands (remote sensing) 
is another traditional commercial ex- 
pectation. In both areas, ISRO has a solid 
record and the successful launch of 
Chandrayaand has lifted ISRO's brand im- 
age to a higher level. 

Competition for launches as well 
as remote sensing is heating up. Private 
entities with respectable launch capa- 
bilities have sprung up in Russia and 
the US. SpaceX, a California-based com- 
pany, offers simple pricing and even a 
user’s manual. Apparently, a rocket 
launch can become as simple as buying, 
say, an oscilloscope. 

What may be lost in the glare of the 
launches and the rich and fine tapestry 
of remote sensing is the holistic ac- 
complishment of ISRO and related agen- 
cies in the use of space technology for 
societal needs. Remote sensing has dou- 
bled the precision of pin-pointing 
groundwater tables (wells), enabled 
monitoring of farm and natural re- 
sources and increased yields for fisher- 
men. Communications satellites have 
linked doctors, consulting rooms and 
operating theatres across the country 
and have provided bandwidth for edu- 
cation, research and farmers. 

It is this integrated package (includ- 
ing the construction of inexpensive radio 
telescopes) that may constitute a new 
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Space Business 
& India 


market for which India is well positioned. 
Creating this integrated market for re- 
mote sensing and inexpensive satellite- 
based communications will necessarily in- 
volve a determination and major effort 
on the part of the Indian government. 

The space business can not only be 
good business but also help India project 
its "soft power". In a world racked by dli- 
mate change (and associated bouts of 
food shortages and fuel deficits), this 
sort of soft power will be far more at- 
tractive than projections of military power 
or even simple-minded economic power. 

In contrast, the West's scientific 
satellites have become increasingly large 
and prohibitively expensive. The satellites 
frequently take a decade to build and 
run the danger of becoming obsolete in 
terms of technology by the time they 
are launched! An opportunity exists 
for India to promote space-based re- 
search based on frequent access to the 
heavens and the use of small satellites. 

Again, India can simultaneously 
promote global science as well as proj- 
ect its soft power by designating itself 
as the centre for small satellites. | do not 
think it is essential for India to pay for 
these projects. Merely signalling its 
readiness to become a leader will elicit 
strong responses from smaller countries. 
Indeed, Chandrayaan-l is an example of 
this approach: six of the 11 instru- 
ments were built by other countries 
(including Bulgaria and Sweden). 

The future for India in the space 
business and space science is quite 
bright. India can blaze a successful 
and a distinct trail by building on her 
strengths and being aware of her 
financial limitations. 





of Technology (Caltech), and Director of Caltech Optical Observatories. 
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FROM HOLLYWOOD 
WITH LOVE 


(AND MONEY) 


AMERICA'S BIGGEST STUDIOS ARE SHAKING 
AND STIRRING THE INDIAN MARKET WITH 
EXCLUSIVE RELEASES AND LOCAL 
CO-PRODUCTIONS. o? 
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ANUSHA SUBRAMANIAN 


` *Do I look like I give a damn?” 

James Bond (Daniel Craig) to a 
bartender who asks him if he wants his 
Martini shaken or stirred, in Casino Royale. 


GENT 007 IS CHANGING. RIGHT FROM 
the early Bond flicks, one of the 
evergreen lines—on most occasions 
mouthed by Bond—has been: “A 
vodka Martini...shaken, not stirred”, 
or a variation of it. Until Casino Royale two 
years ago, when Bond breaks the mould and dis- 





| he 


War Drenep 


Company 


| 
THE WALT DISNEY 














SONY PICTURES | WARNER 

ENTERTAINMENT | BROS, PICTURES 
Recently distributed and 
released its first Hindi film 


کی 


Has co-produced Saawariya Set to release the first of three 





with Sanjay Leela Bhansali 
and has announced an 
alliance with Eros 
International to co-invest 
in Hindi films. 


LIVE AND 
LET LIVE 


Co-productions are the 
name of the game 





Saas Bahu Aur Sensex. [ is 
currently co-producing its first 
Hindi film Chandni Chowk to 
China with Ramesh Sippy 
Productions and Orion 
Pictures. Has entered into an 
exclusive, multi-picture deal 
with Soundarya Rajinikanth's 
Ocher Studios for production 
and distribution of films in 
Tamil, Telugu and other South 
Indian languages. 


Tes: e ua 


animation co-productions 


| with Yash Raj Films, called 


Roadside Romeo. Also planning 
a quartet of live-action features 
under its local banner, Walt 


Disney Pictures India. The first 


| project is The 19th Step, 


which revolves around the an- 
cient Indian martial arts form 
Kalaripayattu and stars leading 
South Indian actor Kamal 
Haasan. The second film, 


 Zokkomon, is a children's tale. 





with Star TV in Asia, called 
Fox Star Studios, to produce 
and co-produce Asian language 
and Bollywood films. Has 
signed a multi-film deal with 
leading Bollywood producer 
Vipul Shah. Through Fox 
Search Lights it has partnered 
UTV in India for Hollywood 
films such as The Namesake 
and / Think | Love My Wife 
and with Fox for Night 
Shyamalan's The Happening. 
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TOMORROW 
NEVER DIES 


Growth and projections 


for the Indian film industry 2004 2005 


Box Office (Domestic) 4, 650 NA 


% Growth 1496 
Box Office — 500 570 
% Growth _ | 39. 
Home Video 30 400 
de Growth odo 2171090 
Ancillary Revenues 500 570 
% Growth nave 
Film መጃ 5,990 6,810 
% Growth 14% 


Figures i in Rsc crore; ^ Fottcasthd Growth 


plays his disinterest in what was once his favourite tip- 
ple. In the latest Bond caper, Quantum of Solace, 
Agent 007 doesn't even have his favourite introductory 
line: *Bond. James Bond". Not around any more too 
are the gadgets (exploding attaché cases, bowler hats 
with a metal disc et al), and ‘Q, who would equip Bond 
with those outrageous gizmos. 

Bond has changed. He may not give a damn 
about his Martinis any longer, but he sure gives a 
damn about his Indian fans. So much so that Sony 
Pictures is bringing Commander Bond in Quantum of 
Solace to India on November 7, a week before the film 
debuts in North America. Who knows, the line, *Oh 
the things I do for England”, from You Only Live 
Twice, may well be replaced by “Oh the things I do 
for India”, in Bond flicks to come. 

If indian audiences get to witness Bond’s latest hi- 
jinks before their American counterparts (the British still 
get the first glimpse of their home-grown secret agent, 
on October 31), it’s with good reason. Hollywood 
studios are embarking on emerging markets for higher 
growth. Not only have they begun to release films si- 
multaneously in India and the us (or, as in the case of 
Quantum..., first in India), they're also looking to 
co-produce films in India in local languages as well as 
with Hollywood stars, studios, technicians, directors and 
producers. Cross-cultural casting coups, like 
Naseeruddin Shah and Sadie Frost in Shoot on Sight, a 
film by Arun Govil, have become the order of the 
day. Hollywood films may still make up only 5-6 per 
cent of total box office revenues, but clearly the coun- 
try’s demographic profile, increasing consumption 
and rising aspirations make India a market ripe for west- 
ern entertainment fare (which can be localised and 
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screened in the country’s burgeoning multiplex chains). 
Says Vijay Singh, CEO, Fox Star Studios, a joint ven- 
ture between STAR TV and Fox Studios: “There are huge 
opportunities in the Indian film space. Revenues are 
likely to double from the current $2.2 to $4.4 billion 
(Rs 10,780-21,560 crore) by 2011.” Adds Farokh 
Balsara, Partner and Head of Media and Entertainment 
Practice at Ernst & Young: “Hollywood is taking 
note of the fact that India and China are markets for 
the future. It is a deliberate growth strategy for 
Hollywood Studios to look at expansion beyond their 
home markets. A reverse crossover is taking place.” 
Indeed, the spotlight on India was cast much before 
the shadow of recession loomed over the us in the wake 
of the subprime crisis. As Sanford Panitch, President. 
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VIJAY SINGH AND VIPUL SHAH ር j 


Fox International Productions, points out, Hollywood 
may not feel the brunt of declining consumer spending. 
“It’s the entertainment and movie business that tends to 
do well in difficult times,” says Panitch. 

It’s expectations of brighter prospects in markets like 
India that persuaded Rupert Murdoch’s Twentieth 
Century Fox to finally flag off its Asian operation, 
called Fox Star Studios, to produce and co-produce 
Asian language and Bollywood 
films in October. The Mumbai 
headquartered joint venture be- 
tween two News Corp.-owned 
companies has announced a multi- 
picture deal with one of 
Bollywood’s ace Producer-Director 
Vipul Shah. To begin with there 
are two projects: A contemporary 
romantic comedy, and a visual ef- 
fects-driven fantasy action movie. 

Fox is a relatively late entrant 
into India. But the likes of Sony 
Pictures Entertainment (SPE) India, 
The Walt Disney Company and 
Warner Bros. Pictures India, who began by distribut- 
ing Hollywood films, have steadily moved into pro- 
duction as well. 5፻፻ India was the first to tap Bollywood 
with the extravagant co-production, Saawariya. 
Although that film didn’t set the cash registers ringing, 
SPE India has plans to co-invest in a clutch of Hindi 
films, in alliance with Eros International, an inte- 
grated Indian Media company involved in the pro- 
duction, acquisition and distribution of filmed enter- 
tainment content across all platforms. 

Warner Bros. Pictures India, which has partnered 
with Ramesh Sippy Entertainment and Orion Pictures, 
is readying to release its first co-production, Chandni 
Chowk to China. Warner has also forayed into the an- 
imation genre with an untitled film directed by Jyotin 
Goel and produced by Geol Screencraft. The Walt 
Disney Company India’s first Indian animation film 
Roadside Romeo, a co-production 
with Yash Raj Films, is awaiting 
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release. As Siddharth Roy Kapur, 
CEO, UTV Motion Pictures, puts 
t: "Typically, Hollywood Studios 
have been present in India for 
years as distributors of their own 
films. But now to survive, these 
studios have to grow their pie in 
markets outside of the us.” 

To grow that pie, Hollywood 
Is pretty clear that it has to marry 
with Bollywood. “For any inter- 
national studios to participate in 
India's film entertainment growth 
story, you have to make Indian films," explains Panitch. 
*We are committed to building relationships in 
Bollywood and hope to add value to the creative pro- 
duction process. However, we will take a cautious but 
a committed approach to the business in India and 
across Asia," he adds. 

To be sure, it's not just Bollywood—read Hindi 
films—that is luring the big studios. Warner Bros. 
Pictures India is the first Hollywood house to announce 
its plans to co-produce films in the south with superstar 
Rajinikanth's daughter Soundarya Rajinikanth's company 
Ocher Studios. Three projects have already been fi- 
nalised. “Given Soundarya and Ocher Studios’ cre- 
ative skills and deep understanding of the Southern 
film market and our marketing and distribution network, 
this is a perfect synergy,” says Blaise Fernandes, Country 
Head for Warner Bros. Pictures India. Any bets on 
Bond turning teetotaller and learning to brew the best 
South Indian coffee in the years to come? 88 
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é é WE'RE BUILDING THE 
LARGEST COMPUTING FACILITY 


MANKIND HAS SEEN" 


ICHARD “RICK” RASHID 
runs Microsoft Research, 
the software giant's 
crack 850-person unit, 
and has overseen breakthrough 
research in the areas of e-com- 
merce, Internet and online prod- 
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ucts and its ubiquitous Office soft- 
ware. Microsoft was one of the 
earliest investors in such a research 
unit, but its investments have been 
overshadowed in recent times by 
Google’s rampant progress. 
However, Rashid, who has previ- 








ously worked at the Computer 
Sciences Department of the Ivy 
League Carnegie Mellon 
University, says Microsoft contin- 
ues to work at the farthest fron- 
tiers of computer science. An avid 
science fiction fan and Star Trek 
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junkie, Rashid says that as the 
world starts to revolve around the 
Internet, new computer languages 
and business models will emerge. 
He met Business Today's Rabul 
Sachitanand, for a wideranging 
discussion on bis “baby” during a 
recent trip to Bangalore. Excerpts: 


You came onboard Microsoft from 
Carnegie Mellon University 17 years 
ago. How has the journey been? 

T came to Microsoft to build the 
equivalent of a computer sciences 
department within the context of 
a software company. Microsoft 
Research is really like that—it is 
very much patterned after the 
Computer Sciences Department 
at the Carnegie Mellon University 
in the mid-1980s. That's where I 
grew up and learnt to do research. 
When I came to Microsoft, 1 tried 
to recreate that environment in 
a software company. 


Why is your research critical to the 
performance of Microsoft as a com- 
pany and the industry itself? 

A huge number of technologies 
used by the company has come 
out of Microsoft Research. What 
became the Digital Media Division 
was a group I started in 1992-93 
and we spun that out in 1996. 1 
started the first e-commerce group 
in the company and all the data 
mining facilities in Sequel (a com- 
puter language) came out of this 
unit. Microsoft Search technolo- 
gies, natural language and speech 
technologies, several Office and 
online products also came from 
Microsoft Research. The impact 
on the company has been dramatic. 
The real reason you want a basic re- 
search group in a company like 
Microsoft is to address the things 
that you don't know will happen. it 
gives us the ability to survive. We 
started Microsoft Research in 1991 
when the company was very small. 
Most of our peers at that time 
- don’t exist anymore. 


WE ARE WORK- 
ING IN AREAS THAT 
FALL BETWEEN 


| COMPUTER 

١ SCIENCE AND 

| OTHER FIELDS... 
| COMPUTATIONAL 


BIOLOGY 


STATISTICS AND 
| MEDICINE” 





How difficult has it been to keep the 
feel of a small computer science lab 
in a multi-billion dollar company that 
Microsoft has become? 

We have our own identity; we 
are a well-recognised entity within 
the academic community. In some 
sense, we've almost achieved the 
status of a university. We have 
almost as many PhD researchers 
as many universities—we have 
850 PhD researchers. That's more 
than the entire faculty of the 
Brown University. Microsoft has 
more members in the National 
Academy of Engineering than the 
University of Washington. We 
have maintained our focus by 
having the same approach and 
philosophy since the beginning. 


And that is...? 

To address the frontiers of com- 
puter science and develop next 
generation products for the 
company. We don't look at the 
market as it is today, but try to 
see where technology wi ill be 
several years from now. 


How has your field of research 
evolved over the years? 

The field of computer science has 
evolved and we have evolved with 
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Many people see the Internet or the 
network as the centre of the ame 
erse. Google certainly seems to thik 
50. . Did Microsoft get beaten te the 
punch by Google? 
Microsoft has pioneered 
large-scale technologies us 
chent-server and bu: 
That's an area Google isn’t « 
involved in. If you look ; 
work we're doing on bu 
large-scale databases, vou 1] 
the success of products | 
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What is the future direction of 
network-based computing? What are 
the challenges? 
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We're building the largest com- 
puting facilities mankind has ever 
seen. The future opportunity 15 to 
do things we’ve never been able 
to do before. We’re applying these 
massive resources to complex 
medical and environmental prob- 
lems. Some simple examples: in 
the medical area, we do a very 
poor job of personalising medi- 
cine, despite the large amounts of 
data doctors and hospitals collect. 
We ought to be doing a much 
better job tracking disease and pre- 
dicting outbreaks. 

But it will be a challenge to 
define the operating system of 
these systems. How do we pro- 
gramme these systems? How do 
we make them accessible to de- 
velopers? There are physical limi- 
tations. How do we best use 
power? The way we build com- 
puters today, will not be how we 
do it in 20 years—I’m sure of that. 
There's a huge opportunity in this 
space and we're just scratching 
the surface. 


Dell has recently spoken of trade- 
marking the phrase "Cloud 
Computing". Is this move by a single 
company to mark off a field for itself a 
positive development? 

| think the whole field of com- 
puter sciences is a collaborative 
experience. We're going to be 
talking publicly about our new 
initiatives in Cloud Computing 
and professional developers are a 
critical resource. This new world 
is an opportunity for them. This is 
something we have to build 
together and no one company 
can do it. 


How closely do you work with the 
academic community? 

When I started Microsoft 
Research, one of the first things I 
did was to set up a technical advi- 
sory board and we've re-created 
that everywhere. About 15 per 
cent of all our funding goes to 
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academic institutions... we have 
several joint curricula and labs. In 
China, we have the status of an ed- 
ucational institution. We are au- 
thorised by the government to 
hand out a post-doctoral degrees 
in computer science. In India, we 
run summer school programmes. 
We also run the largest PhD 
internship programme globally. 
We have far in excess of 1,000 
interns working with some part 
of Microsoft. 


How much has Indian academia 
evolved over the years? 

When we first built the labs here, 
one of the first areas we identified 
was the PhD system in computer 
science. India had, and still has, a 
relatively small system for produc- 
ing PhDs in computer science. Last 
year, India produced only 50 such 
PhDs. The comparative figures for 


the Us and China were 1,800 and 
2,000, respectively. 


Does the paucity of PhDs slow down 
your growth in India? 

We're hiring people from all over 
the world and bringing them here. 
But that's true all over the world. At 
least half our researchers in the us 
were born outside that country. As 
India's economy has grown and the 
country has become more of an 
economic power, it is attracting 
more people. It also gives us the 
opportunity to attract people who 
we may not have otherwise hired. 


Are you also addressing the bottom of 
the pyramid? What are the challenges 
in this market? 

Sure. We have a project called 
Digital Green, which won the 
Stockholm Award this year. We 
have been leading the effort to 
define research in this area and 
have well-refereed conferences in 
this area. We can use research 
breakthroughs from other areas 
and apply them to developing 
solutions for developing markets 
and evolve new products for this 
segment, too. 


Finally, do you continue to be a big 
Star Trek fan? 

| am a big Star Trek fan. I have al- 
ways taken everyone who works 
with me in the Us to new Star Trek 
movies. When the first movie was 
released, I was a professor at 
Carnegie Mellon and I had two 
graduate students—that was in 
1980. When the last movie came 
out, over 500 employees and their 
families turned up at a screening at 
our Redmond (Virginia, US) cam- 
pus... so, it was a lot more ex- 
pensive. I’m also a big science fic- 
tion fan. 1 was the keynote speaker 
at the Science Fiction Nebula 
Awards in 2004. I’m even a char- 
acter in a science fiction story. 
My favourite authors include Neal 
Stephenson and Greg Bear. 88 
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India’s shift to renewable 
energy could stall in the 
absence of clearer policies. 


E. KUMAR SHARMA 


ATERWORLD! THAT'S 
what global 
warming could 
turn the Earth 
into, 500 years 
down the line, as portrayed in 
the 1995 Kevin Costner movie. 
But the danger could be far 
closer. According to the latest 
scientific projections, India's east- 
ern and western coasts could be 
under water by 2050 or earlier. 
With the polar ice-cap meltdown 
certain to be a big event, India 
has to move faster to adopt al- 
ternative or renewable sources 
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of energy and reduce burning of 
fossil fuels, the prime cause of 
global warming. 

The trouble is, making use of 
alternative energy sources like the 
sun, biofuels, wind and fuel cells is 
a costly business to begin with, 
as technologies have to be devel- 
oped and the government has to 
lay out the policy framework to 
encourage the costly switchover. 

On the flip side, for India, global 
warming is not the only compulsion 
for seeking out alternative energy 
sources, as Siddhartha Das, General 
Partner, Ventureast Fund, points 





out. Large swathes of its interiors 
are still not connected to the tradi- 
tional power grid. 

The government has taken 
some initiatives across a wide 


front. For one, it has set 2017 
as the date by which diesel has to 
be sold with a 20 per cent com- 
ponent of bio-diesels from non- 
edible oils. A National Biofuel 
Coordination Committee to be 
chaired by the Prime Minister 1s 
also being set up. Then, there 
will be a Biofuel Steering 
Committee under the Cabinet 
Secretary. 


Problems specific to renewable energy. 
@ Intermittent nature of renewable energy sources leading to 
low capacity use, ranging from about 17 per cent to 70 per cent 
© Grid penetration limitations on account of intermittent supply 
e Relatively higher capital investment compared to conventional power projects 


Requirement of preferential tariffs apart from other fiscal and/ or financial 
concessions to make investment in renewable power viable 


© Bottlenecks relating to land availability, power evacuation 
facilities, clearances and power purchase agreements 


Renewables: Unlimited potential 





S.P. Gon Chaudhuri, a 
technocrat who pioneered imple- 
mentation of alternative energy uses 
and policies during his stint at West 
Bengal’s power department, says 
India is on the right track—the 
Prime Minister has announced a 
Climate Action Plan with emphasis 
on a solar mission, and the govern- 
ment today has a separate ministry 
to deal with the issue. “Then, while 
the government has a biofuels pol- 
icy, it is believed to be planning a 
similar one for renewable energy. If 
that happens, it will be very im- 
portant for the sector,” he says. 
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© Tariff set for feed-in 
green power. 
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© Date set for 
biofuel mix. 
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Missing Traction 

But industry says that without a 
powerful policy engine, the alter- 
native energy market will continue 
to be nascent. Although, in wind- 
turbine energy, India is ranked 
among the Top 5, segments like 
solar energy are far from a mass 
rollout and are more common as 
captive use. 

The India Semiconductor 
Association, in its first compre- 
hensive report on the solar pho- 
tovoltaic (PV) cell industry, says 
the industry lacks adequate in- 
vestments in the manufacturing 
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PV Silicon 


Energy Options: A Cost Comparison 


Average price of grid power in India 
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Solar Power 


of solar PV cells and research & 
development. According to the 
Association, the sector has around 
90 companies. During the year 
to March 31, 2007, India pro 
duced nearly 45 Mw of solar cells 
and 80 Mw of solar Pv modules 
and exported 60 Mw of solar P\ 
products, presumably because of 
the absence of buyers at home. 
Lack of buyers in a country 
drenched in sunlight? *The coun 
try is blessed by being geographi 
cally in the latitudes where the 
sun shines for 250 to 300 days 
of the year. That is 5,000 trillion 


` ^ TO DO LIST 


፡ @ States must announce 

to 
reduce emissions, 
with targets. 


ሓመ. should be 
considered. 


3 > @ Feed-in tariffs 
have to be reined. 
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kilowatt hours of radiation for 
India,” says Homi C. Bhedwar, 
Director, DuPont Knowledge 
Center. But India today meets only 
0.2 per cent of its energy needs 
from sunlight. 

That could be because of the 
cost of solar panels. Chaudhuri 
points out that monocrystalline 
black-top cells today give 20 per 
cent efficiency, the highest, and 
the cost is $3.7 (Rs 182) per watt. 
What is important is that costs 
have been coming down. “In 
1975-76, the cost of solar cell 
was $100 per watt and today it is 
down to $3.7 per watt,” 
he says. 

Private players are betting big 
on the potential. For example, 
Moser Baer, a significant player in 
the solar pv industry, is now 
ramping up its core R&D and 
high-tech manufacturing compe- 
tencies and aiming for a global 
presence. Moser Baer’s Chairman 
& Managing Director, Deepak 
Puri, says: “The overall objective 
is to bring down rv electricity 
costs to match conventional 
energy price points... We have 
already announced an investment 
of $3.6 billion (about Rs 17,280 
crore) in the solar photovoltaic 
business.” 

It has already invested Rs 5,880 
crore and expects to put in the rest 
by 2010. Moser Baer, which sees 
solar PV as the vital link in tackling 
the energy crisis, has spun off the 
business into a subsidiary that is 
present in the entire value chain 
from manufacture of cells and mod- 
ules to multiple pv technologies. 

But solar power for the grid is 
some way off. “The feed-in tariffs 
in India are still low and need to be 
competitive with the developed 
markets to encourage more invest- 
ment in solar energy in India,” says 
Das of Ventureast Fund. 

As for biofuels, A.K. Varshney, 
Director (Planning & Co- 
ordination), Ministry of New and 
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Homi C. Bhedwar, 
Director, DuPont Knowledge Center 


“In the next few years, we hope ` 
to develop low-cost solutions to 


electrify Indian villages” 


Renewable Energy, (MNRE), says: 
“In biofuels, which include bio- 
diesel and bio-ethanol, the country 
has a ray of hope in providing en- 
ergy security." 

To achieve the 2017 target of 
having a 20 per cent blend of 
bio-diesel, India will need 16.72 
million tonne of bio-diesel. To 
produce this, the area under var- 
ious bio-diesel plantations would 
have to be around 35 million 
acres, assuming a yield of 1.6 
tonne per acre and oil recovery at 
30 per cent, says C.S. Jadhav, 
Director, Marketing, Nandan 
Biomatrix. *A lot of effort is re- 
quired from government depart- 
ments, financial institutions and 
entrepreneurs," he adds. 

According to Varshney, the 
government is doing its bit on the 
policy front, calling for manda- 
tory use of ethanol-blended petrol. 

In bio-diesel, the government's 
focus is on encouraging only non- 
edible oils from plants such as 
Jatropha and Pongamia. Varshney 
admits that the bio-diesel industry 
is at a nascent stage, although 
some states have already put a 
total of 645,000 hectares under 
Jatropha and Pongamia. 


Action Agenda 

Chaudhuri, who's also a recipient 
of the Green Oscar from the UK in 
2004 and now Managing 
Director, West Bengal Green 


156 BUSINESS TODAY NOVEMBER 16 2008 





um Gon Chaudhuri | 
m West Bengal Green Energy Corporation 
“The cost of electricity from 
thermal power plants is highly 





idi ed in a hidden manner" 


Energy Corporation, says the gov- 
ernment must do three things. 

*First, the states must clearly 
announce plans to reduce emis- 
sions and set a target in terms of 
how much and by when. That is 
internationally called Renewable 
Energy Portfolio Standard (RPs),” 
he says. 

Secondly, “the actual pricing 
of thermal power should be con- 
sidered by the regulator, because 
today, the cost of electricity from 
thermal power plants is highly sub- 
sidised in a hidden manner," he 
says, adding that utilities do not, 
for instance, take into account costs 
associated with rehabilitation, min- 
ing and environment. *This should 
be indicated clearly and only then 
will renewable energy appear 
clearly attractive." 

Third, *the government should 
think in a holistic manner and 
should keep in mind that while 
nuclear energy is clean power, its 
contribution is only 4 per cent in 
terms of meeting the total energy 
needs as compared to nine per 
cent by renewable energy." 

Adds Ventureast's Das: *The 
government must increase feed-in 
tariffs and extend the period of 
such incentives, mandate that util- 
ities and grid companies purchase 
a certain percentage of renew- 
able energy, and stimulate de- 
mand for solar energy by offering 
tax incentives to companies." 





Chairman & MD, Moser Baer 


` “The objective is to bring down _ 
photovoltaic electricity costs to - 
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Poornima Shenoy, President, 
India Semiconductor Association 
(ISA), makes an important point: 
the government has to modify 
the generation-based incentive 
(GBI) both in terms of the size 
covered and the period. 

“Now, GBI is applicable only 
up to a total of 50 Mw through 
grid interactive solar-based power 
generation in the country... this 
must be extended to all project 
developers for an unlimited ca- 
pacity over the next five years to 
encourage large projects,” she 
says. Also, the incentives should 
be extended for 20 years against 
10 years now. 

On the research front, inten- 
sive work is being done by gov- 
ernment labs like the Defence 
Research & Development 
Organisation, the Council for 
Scientific & Industrial Research 
and others to develop elite vari- 
eties of Jatropha as well as better 
technologies for oil extraction, 
bio-diesel production and use of 
by-products of bio-diesel. 

But work needs to be done 
on the question of a minimum 
support price for non-edible oil 
seeds, a minimum purchase price 
for bio-diesel and fuel ethanol, 
availability of wastelands and 
state policies for allocation of 
wastelands, financing of bio- 
diesel projects and development 
of standards. 8 
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Veteran market watchers affirm 

that value investing for the ሠ 
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falling market. 










DEBT: Where to ብዜ ` "- 
ALTERNATIVE ASSETS: What Next? 
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The Hunt 





for Value 


Stock market veterans say that time may be right to look for 
low-price-high-value stocks. Here's how to go about it. 


RACHNA MONGA 


|| ME TO BUY India’s top value investors evaluate the market and investing strategy. 
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Chetan Parikh 
Director, Jeetay Investments 

“Prices won't collapse or touch ground 
zero except in the unlikely situation of 
financial system collapsing" 

On the markets: Stocks are trading at a price that is like 
buying a risky bond at a high and uncertain income stream. But 
this price discount isn't in isolation. It's the price you pay for the 
underlying fundamental value of the company. 


What now? 

If you don't buy stocks now, then it may be difficult to jump on 
the bandwagon when the sentiment changes for the better. If you 
can get a better value elsewhere, then why not sell at a loss and 
get into something which offers better potential? 
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Investor 


“Value can emerge only if 
there's capital formation across 
the economies” 


On the markets: | am staying away from this mar- 
ket. | have stayed away from it since 2004. | am 
keeping 70 per cent of my 
assets in cash and the 
balance in stocks. There 
is going to be a big 
change of regime. የጨ 
Capitalism will not be the 
same again. The notion of 











k. 


rie 


having free markets may 

cease to exist. ظ‎ 
What now? ly Po ^ WEN 
Value can emerge if | em ||| 


economies are able to / | 

eam more than the / 
current cost of capital, /. || 
which is not happen- ffA | 
ing now. Today, we |. 
are only seeing capi- {f 
tal being transferred '' 
from one hand to 
another hand. 


uae EIE! 


RICKET AND THE STOCK 
market are hogging the 
headlines these days, the 
former for its highs and 
the latter for its lows. And 
both hold the promise of greater 
exhilaration for the average Indian. 
So, while the Indian cricket team 
looks like recording its biggest ever 
Test series win against the Aussies, 
the incessantly falling stock mar- 
ket is creating excellent buying op- 
portunities for investors despite the 
gut-wrenching uncertainty. 
Indeed, the carnage on Dalal 
Street has been unprecedented. 
Large-cap stocks have lost 57 per 
cent, mid-caps 69 per cent and small 
caps 73 per cent from their peak 
levels in January. Investors who 
took the plunge in the stock markets 
either directly or through mutual 
funds two years ago feel cheated 










as stock values are 
down to their two 
year-lows. The 
wealth created 
over the last 
two years 
has gone up 
in smoke. 
People are 
running for 
cover and tak- 
ing shelter in 
other asset classes 
such as gold and fixed 
deposits. Nobody knows 

when all this will end. 

But ironically, it’s the severity 
of the fall that has made stocks that 
much more alluring. They are nearly 
as cheap now as they were five 
years ago when markets were just 
entering the longest bull-run in the 
India stock market history. The 


Bharat Shah 


price to book value—the basic 
valuation parameter that 
is obtained by dividing 
the book value of a 
company by its stock 
price—of the large- 
cap stocks that make 
up the Sensex and 
the Nifty, has now 
fallen to its May 2003 
levels. The mid-cap 
stocks and the Top-100 
companies by market cap- 
italisation are also trading at 
price to book values that are closer 
to their 2003 levels. 

India’s top value investors see 
enormous opportunities at present 
for picking stocks at a huge dis- 
count. “It’s the uncertainty and 
panic that causes good prices to 
emerge as investors tend to overre- 
act to every news flow. My sense is 





Parag Parikh 
Chairman, Parag Parikh Financial Advisory Services 


“Opportunities don’t come everyday. 
But people are nursing their wounds” 


On the markets: The markets were in (such) a state of 
frenzy that (they) couldn't carry on for long. We did not 
allow clients to take risks that would wipe out their 
capital. This has a lot to do with behavioural finance. 


What now? 

The current market situation does offer better value. But 
the human mind only sees the present and goes with the 
herd, and tends to ignore the value on offer. The loss 
aversion in the market is huge simply because 

everybody else is doing the same. 


CEO & Managing Partner, ASK Investment Managers 


"Those who can see value aren't 
participating because they cannot 
stomach a temporary downturn” 


On the markets: The current state of the markets is 
much like what Warren Buffett described the US 
stock markets as in 1974—"Like an 
oversexed guy in a harem." | can see value 
all around. It's bizarre to see reasonable 
businesses now trading at P/E multiples of 
merely 2-4. Also, | can't recollect the last 
time we saw a market-cap to GDP ratio of 
about 0.55 times. 


What now? 

Prices can still go down f 
further because of a | | 
sentimental backlash. But $7 
look at it this way. In a 1 
situation where credit and 
asset markets were 
squeezed, only the equity 23 
markets provided liquid- — 
ity. There is a real SR SS 
value lying around 
and if you don’t buy ` ግ 
in these times, it በሽ ا‎ 
means you don't want = ቁ. — 
to invest. g. 
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DEEP VALUE STOCKS 


Here are a few stocks that could offer value for money. 


Price (Rs)* 1-yr target Upside (%)| 





Glenmark Pharma 482 738 


Valuation Benchmark 
Current Historic Gap (%) 


93 P/E 134 17.3. -22 


INVESTMENT RATIONALE: Great management, almost certain 40 per cent EPS CAGR through 2010-11 






Grasim 1,500 2,104 






HDIL 134 179 






Tata Steel 305 390 


Source: ICICI Securities’ report dated October 15, 2008 
P/E: Price to earnings 
P/BV: Price to book value 


EV/E: Enterprise value to earnings 
DCF: Discounted cash flow 
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40 EV/E 3 4 
INVESTMENT RATIONALE: Cement at significant disount to peers, robust volume growth likely 
34 DCF NA NA NA 
INVESTMENT RATIONALE: Factoring in only three high visibility projects; trading at book value of 1x 


" | ^n ' ١ 
T Bc MV | | Hhhh uM | 
1 E 5 bs 4 1 ኺ -ጐ 

5 K. ፥ i ዱ r Ç 2 YER 2 


28 EV/E 3.5 3.9 -11 
INVESTMENT RATIONALE: Steep valuation discount to global and domestic peers, reducing leverage, 
impressive ROE 


* Stock prices as on October 14, 2008 
EV/te: Enterprise value per tonne 
ROE: Return on equity 


*Living Media, the parent company of Business Today, is the majority shareholder and promoter of TV Today 


that unless there is a complete 
breakdown of the financial system, 
markets will soon bottom out,” says 
Chetan Parikh, Director of Jeetay 
Investments and an ardent follower 
of Warren Buffett and his invest- 
ment principles. He believes that 
the prices at which stocks are avail- 
able today are as good as buying a 
risky bond with a high but uncertain 
income stream. He has a word of 
caution, though: “Price by itself has 
no meaning. You have to look at the 
underlying value in the company 
vis-a-vis its market price.” 

Bharat Shah, CEO & Managing 
Partner at ASK Investment Managers 
and a former mutual fund man- 
ager, echoes Parikh. He says: “It 
isn’t as if the fundamentals of com- 
panies have deteriorated. But when 
irrationality takes over, then finding 


the bottom becomes mere guess 
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work.” It’s bizarre to see reason- 
able businesses of decent sizes, prof- 
its and reasonable track record be- 
ing available at earnings multiple 
of two to four times, he adds. 

But not all value investors are 
gung-ho about valuations. “1 am 
staying away from this market. I 


Cheaper by the Day 


Stocks are trading at closer to 
their book values. 


9.38 


6.41 


6.35 








Nifty CNX Midcap Sensex BSE 100 
Figures are price to book value ratio ፪፪ Jan. '08 = Oct. '08 
*Values for September '08 Source: BSE, NSE 








THE VALUE 
 HUNTER'S GUIDE 


Five reasons why you should do a 
. value check before jumping in. 


` w A depressed stock price doesn't 


guarantee value. Price is what you 
pay and value is what you get 


` w A low price to earnings or price 


to book value ratio is just one of 
the indicators of hidden value 


= Special situations or events can 
lead to one-time value unlocking, 
but financials of the company will 
tell you if there is a long-term 
value in store 


m Historically, stock prices tend to 
hover nearer to the mean. At 
present, the market P/E is at 
undervalued levels 


have stayed away from it since 2004. 
I am keeping 70 per cent of my 
assets in cash and the balance in 
stocks. There is going to be a big 
change of the regime. Capitalism 
will not be the same again. The 
notion of having free markets may 
cease to exist," says octogenarian 
Chandrakant Sampat, a well-known 
investor with a sizeable following 
in the investment fraternity. He be- 
lieves that value can only emerge if 
there is capital formation across 
economies and they are able to earn 
more than the current cost of capital. 


Look for True Value 

Value picking doesn't mean buy- 
ing stocks that have seen the steep- 
est falls. Many stocks have suffered 
because foreign institutional 
investors, which held large stakes in 
them, resorted to distress selling 
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VENDING WITHOUT ENDING 








Grabbit presents 
your favourite 
PepsiCo beverage. 
24 x 7! 









PepsiCo and Grabbit bring you refreshment 
and health...24x7! Perfect for canteens, malls 
and call centres, these vending machines are 
cool and convenient. 
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COLLATERAL 


To install a vending machine in your premise, 
contact: Marketing Manager, Cell No 09920113939, e-mail: mdn@grabbitvending.com 
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GU RU SP EAK Key takeaways from legendary investors. | x 


Warren Buffett ` Benjamin Graham Charlie Munger — Phil Fisher 







CEO, Berkshire Hathaway  Buffet'slate mentor and au- ^ Vice Chairman, Late author and stock 
፳ Asound management . thor of Security Analysis and Berkshire Hathaway investor 
ss The RSE ame | The Intelligent Investor a ios a E Scuttlebutt approach: 
the promoters _ = Focus on today's asset at YOU are T0OKING Listen to the 
ጅው ¬ values and not unreliable for in the company— — business grapevine 
= Focus on earnings earnings forecasts for example, does it — : 
capability x have a competitive and get hooked into 


.the company's 
ecosystem to get an 
‘idea about its 


 ፳ Think like a business owner ` 


advantage, and so on 
and don't overpay : 


a Use mental model 


፳ Know the busi- 
nesses yOu. 





are investing in W = Special situation investing to understand strengths. Check with 
7 is not correlated with businesses and suppliers, end-users 
the market the price | of the company 


that has pulled down their stock 
prices, but that doesn’t mean that 
their business prospects have wors- 
ened. However, many other stocks 
have fallen simply because they 
were genuinely overvalued. 
According to Jeetay’s Parikh, 
350 stocks are quoting below their 
book values, or at a price to book 
value ratio of less than one. The 
price to book value is a key param- 
eter for identifying a stock’s inherent 
value. Value can also be determined 
by looking at whether the company 
is generating sufficient cash to help 
it sustain the downturn; whether 
its sales and profits are showing a 
consistent growth and whether it 
has a high dividend yield and a track 
record of paying regular dividends. 
A company may have inherent 
value if it holds a significant in- 
vestment in another unlisted com- 
pany that may go public anytime 
and that could unlock value for 
the former; or if it owns large tracts 
of land whose market value is not 
reflected in the balance sheet. An 
indication of a possible exit by a 
large institutional investor who 
came in during the initial phase of 
growth could possibly increase the 
valuations for minority investors; or 
an indication of demerger of 
unprofitable business units could 
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bring out the hidden value. 

ASK’s Shah says he also looks 
at a company’s corporate gover- 
nance norms and the ability of its 
management to allocate capital ef- 
ficiently. “There have been instances 
when a company’s management has 
displayed poor capital allocation 
skills. It didn’t have an understand- 
ing of how to allocate across various 
businesses in an efficient way. As 
money was easily available, people 
became footloose about the way 
they allocated it,” he says. While 
screening stocks, he looks at a com- 
pany’s sources of income rather than 
its assets, its earnings visibility, abil- 
ity to sustain growth, and the size of 
its bottom line (it should be Rs 75 
crore or above to qualify as a long- 
term contender in his portfolio). 


Bargain Values 


The Sensex P/E is close to ^ 
its historical lows. 


! 20.19 





Jan. 1, '01 
Figures are price to earning ratios (P/E) 


Oct. 17, '08 
Source: BSE 


Jeetay's Parikh says that in a 
tough market such as the current 
one, he also checks out the actions 
of the promoters—any dumping of 
their stakes in a bad market may 
not be a good sign. 

Parag Parikh, Chairman of Parag 
Parikh Financial Services, a 
Mumbai-based broking and port- 
folio management firm, believes 
that cash-rich companies and those 
that are consumers of commodi- 
ties will be favoured in this mar- 
ket. He also recommends stocks 
with high dividend yield. “It helps in 
overcoming investors' bias towards 
a fixed deposit as they can substitute 
the high fixed deposit rates with 
the high dividend yields," he says. 

` Brokerage firms, too, are rec- 
ommending stocks based on their 
"value proposition", instead of their 
earnings estimates as they did earlier. 
On October 15, ICICI Securities rel- 
eased a report titled The Sale Is On, 
which recommends seven deep 
value stocks across media, pharma, 
cement, oil and gas, real estate, 
banking and metals sectors. A CLSA 
report of October 6 talked about 
"bedrock analysis", which considers 
the worst-case scenario for earn- 
ings and stock valuations and arrives 
at a bedrock value of top stocks 
under its coverage. 
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How Safe Is Debt? 





The liquidity crunch has brought the spotlight back on the safety of debt. But 
you should be careful about where you park your money. MANU KAUSHIK 


BHIJEET SHARMAN (NAME CHA- 
A began reallocating his 

corpus from equity to debt 
funds and bank fixed deposits (FDs) 
since January this year when yields 
on debt began to perk up and equity 
markets began to tumble. The 32- 
year-old marketing manager’s mix 
of liquid plus funds did well for 
most of the year in tight market 
conditions. “I was expecting good 
returns from fixed-income invest- 
ments as there was a perception that 
interest rates have peaked,” says 
Sharman, who invested heavily in 
liquid plus funds. 

But things took a shocking turn 
just a few weeks ago. Liquid and liq- 
uid plus funds witnessed huge re- 
demptions as companies pulled out 
money from these funds for advance 
tax payments. As a result, many 
liquid funds posted negative returns 
for a few days. Sharman’s total debt 
portfolio was down by 65 per cent 
of its original value. 

As things stand today, the debt 
market has stabilised after the 





“There has never been a 
better time to invest in debt" 


R. Swaminathan, Head (Institutional 
Business Group), IDBI Capital 
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debt can turn sour." 

BW So, before you invest in debt, 
. ¥ consider a few aspects of the debt 
^ | market. The risks involved with 
y * debt are different from those in eq- 
| uity (see Look Before You Invest), 
and a glitch in any of them will 
hurt your returns significantly. 


Debt Is Still Good 

As of now, debt is still a good place 
to be in as yields are still good. 8815 
recent repo rate cut by 100 basis 
points to 8 per cent can drive the 
yields down, but that will happen 
slowly and banks are yet to reduce 
rates. Says R. Swaminathan, Head 
(Institutional Business Group), IDBI 
Capital: “Today, the scenario is en- 
tirely different. The yields on debt 
instruments are almost at a peak 
and the measures to infuse liquidity 
may keep interest rates in check 
over the near term. Influencing fac- 
tors like inflation are on the down- 
ward direction. For investors with a 
low risk profile, there has never 
been a better time to invest in the 


UVAUVS NAWVY 


Reserve Bank of India (RBI) cut cash- 
reserve ratio and opened a sepa- 
rate window for mutual funds to 
borrow against certificates of de- 
posit. But the crisis highlights one 
fact: that debt is not entirely safe. 
Savs Pradeep Dokania, Head 
(Global Private Client), DsP Merrill 
Lynch: *With the impact of the 
global credit crisis unfolding in the 
investment world, much of the pain 
is felt by small, retail investors. And 
this has also shown how relatively 
safe investment avenues such as 


GET THE GILT EDGE 


Gilt funds have done well, and continue to hold promise. 











Name 






6-month returns 1-year returns 


T | n 






ICICI Prudential Gilt ا‎ ፦ š 4.15 
Sahara Gilt 14.81 


Gilt Plus R 


ሻኛ Uf er ውዱ ሜኒ. = 


حك 


Sun Life 











SPML GSF Longer Duration 26.82 8.63 11.6 
PrincipalGSF = 1847 5.42 10.21 
*NAV ነበ Rs Returns in per cent As on October 17, 2008 Source: Valueresearch 


debt instruments.” 

While all these developments 

have made debt instruments rea- 
sonably attractive, one should take 
decisions depending on one’s in- 
vestment horizon and liquidity 
needs. For example, investors in 
the highest tax bracket can con- 
sider investing in short-term debt 
funds. But do look at the liquidity 
risk and interest rate risk. On the 
other hand, for investors in lower 
tax brackets, FD investments should 
be the preferred avenue. 
Liquid gains: Liquid and liquid plus 
funds allow you to park your money 
for short periods, but make sure that 
you don’t do a distress sale in this 
product. The pure liquid funds invest 
in money market instruments, short- 
term corporate deposits and 
Treasuries with maturities of less 
than a year; liquid plus funds, on 
the other hand, invest in slightly 
longer-term paper to generate better 
returns. Besides, liquid plus comes 
with a slightly higher risk than plain- 
vanilla liquid funds. 

Says V. Ramesh, CEO, Prabhudas 

Lilladher Financial Services: 
“Investors can continue to invest 
surplus money in liquid and liquid 
plus funds for effective treasury man- 
agement for the short term. If one is 
looking at an investment horizon of 
15 days to three months, one can 
look at liquid plus funds.” 
Fixing it with FMPs: With bond yields 
heading north and interest rates rul- 
ing high, fixed maturity plans የእ) 
have become the flavour of the sea- 
son. Asset management companies 
are offering FMPs with yields as high 
as 11.5-12 per cent. These specially 
designed close-ended funds invest 
in debt paper that will mature 
around the same time the fund ma- 
tures. For instance, a one-year FMP 
will invest in bonds that will 
mature in one year. Any withdrawal 
before the due date invites a steep 
exit load. Besides promising indica- 
tive returns at the start of the tenure, 
FMPs also offer tax advantages. 





"The yield of gilt funds 
should move upwards" 


Pradeep Dokania 
Head (Global Private Client), 
DSP Merrill Lynch 
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"For an investment horizon 
of three months, one can 


look at liquid plus funds" 
V. Ramesh 
CEO, Prabhudas Lilladher Financial Services 


WHERE DO DEBT FUNDS INVEST? 


Less than one year 
Commercial Papers: They are 
short-term papers issued by compa- 
nies to cover their short-term bor- 
rowing requirements. The risk is 
quite low due to a lower tenure. 
Short-term debt funds invest in 
these papers. 

Certificates of deposits: It is the 
same as a commercial paper, 
except that these are issued by 
banks. Usually, short-term funds 
or FMPs invest in these papers. 
Collateralised borrowing and 
lending obligation (CBLO): This is 
basically an overnight window, 
which is offered by the Clearing 
Corporation of India. Funds invest 
here only for a day or two. This 
facility is used by liquid funds. 


Treasury Bills (T-Bills): They are 
issued by the Govemment of India 
and usually have tenures of 90, 
182 and 364 days. They are ex- 
tremely safe as they carry a sover- 
eign guarantee. Again, short-term 
debt funds invest in these securities. 


One year and above 
Corporate Bonds: These are 
bonds issued by PSUs and are 
rated by credit rating agencies. 
Medium-term and long-term debt 
funds usually invest in them. 


Debentures: Issued by Indian 
companies, these bonds are also 
rated and medium and long-term 
bond funds invest in them as in 
accordance with their investment 
mandates. 


Securitised paper (Pass through 
certificates): These are papers 
issued by banks securitising a 
loan that they have offered to 

a single corporate entity. Long- 
and medium-term bond funds 
invest in these certificates. 


Government bonds (Gilts): 

These are bonds issued by the 
government of India and carry sov- 
ereign guarantee; hence, they are 
highly safe. There are 
special gilt funds 
invest in the 
government bonds. 
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LOOK BEFORE YOU INVEST 


Assess the kind of securities your fund will be investing in, 
and the type of risk associated with debt. 


The Rate Risks 
Before you get 
started, it’s impor- 
tant to understand 
the risks associated 
with debt markets. 
For one, the first risk investors 
should bear in mind is the rate risk. 
Interest rate movements have an in- 
verse relationship with the net asset 
value (NAV) of a fund. If rates rise, 
the NAV of a fund comes down. 
Hence, longer-tenure funds such as 
medium-term bond funds or gilt 
funds will get affected. 

Liquidity Risks 

Lately, debt funds have faced severe 
redemption pressures as companies 
reeling under the liquidity crunch 
pulled out money from liquid and 
debt funds. Reason? Banks tight- 
ened working capital loans for com- 
panies. This saw a lot of distress 
selling by mutual funds due to 
redemption pressures. Says Kumar: 
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THE SAFE AVENUES 


Gilt Funds: Since they invest in 
government securities, investors 
need not worry about credit risks. 
Besides, as RBI eases interest rates, 
these funds will gain from an 
increase in their net asset values. 


Bank FDs: They have been offering 
extremely high interest rates for de- 
posits for one-to-three years. Senior 
citizens get an additional 50 basis 


But look at the target portfolio of 
FMPs before you invest. Some AMCs 
have been compromising on credit 
quality by investing in high-yield 
paper of real estate and non-banking 
finance companies (NBFCs), which 
may, in the current scenario, be risky. 
Profit from gilt: Compared to in- 
come funds, there are fewer quali- 
tative issues relating to gilt funds. 
Gilt funds invest in government se- 
curities, which don’t carry any credit 
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“In order to cope with the 
situation, companies are trying to 
tide over the crunch by redeeming 
their investments in FMPs and 
liquid funds. Also, the risk for retail 
investors is that they may be left 
holding not-so-good assets.” 

If a fund carries a lot of illiquid 
paper, it is susceptible to defaults. 
Common illiquid papers that 
mutual funds hold comprise 
securities issued by finance 
companies and also securitised 
papers or pass through 
certificates (PTC), and a few 
corporate bonds." 


Default Risks 

Lastly, debt issuers can default on 
their interest or principal payments. 
This is particularly true of those 
companies that succumb to the 
slowdown or are very lowly rated. A 
credit default will hit the NAV of a 
fund very badly and investors could 
lose all of their gains. 
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points inter- 
est. Invest 

here for the 
short-term. 


Fixed Maturity Plans: Look for 
short-term FMPs that invest in pure 
bank commercial deposits or 
short-term government paper. 
Avoid schemes that invest in real 
estate or NBFCs. 


risk. Analysts believe that in the cur- 
rent credit crisis, apart from FDs, 
gilts are the only debt instrument 
where you can park your money 
for the medium- to long-term period. 

Says K. Ramkumar, Head (Fixed 
Income), Sundaram BNP Paribas 
Mutual: “It is difficult to invest 
directly in G-secs as the normally 
traded lot size is high. Given the 
convenience of buying and selling G- 
secs through Mrs, gilt funds will be 
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GOING NORTH 


Banks have increased their deposit 
rates in recent times. 


1 year 2 years 3 years 
 & above & above & above 


10.5(75) | 10(28) 9.75 (25) 
10.10 (60) - 95(25) | 9.75 (25) 
EID. Tl — 05 1 


10025 | 95(5) 9 (25) 


Indian Overseas Bank 


9.75(25) | 97502). 95 (50) 


Karur Vyasya Bank 


11 (125) 11 (100) 9.5 (modernes) 


All figures in per cent for amount less than Rs 15 lakh 


Figures in brackets are increase in deposit rate in basis points 


the most preferred way of investing 
in these instruments.” 

But gilts are subject to interest 
rate risks. Hence, one should ideally 
avoid them when rates are rising. 
Says Dokania: “But now, as the 
rate of interest moves south, the 
yield of gilt funds should move up- 
wards. This will ensure that 
investors can earn some very good 
returns from them.” Gilt funds, 
which are open-ended and provide 
redemption and sale facility on a 
daily basis, on an average, have 
generated returns of around 12- 
13 per cent over the past one year. 
Bank on them: As of now, bank 
FDs have also turned attractive, and 
have emerged as the safest haven for 
investors. On safety front, this opt- 
ion tops the list with almost zero 
default risk. Says Dhirendra Kumar, 
CEO, Value Research: “Bank FDs are 
safer as they are subject to control 
by RBI. Today, investors also have 
reasonable grounds to park money 
in savings account as they are safe 
and offer guaranteed interest for a 
specified period.” 

Depending on the tenure of the 
fixed deposit, investors should be 
able to make the most of the rising 
interest rates as banks rush to raise 
additional resources. But given that 
RBI has cut interest rates, conservative 
investors better hurry before interest 
rates start cooling off once again. 





Every momentum depends upon the thrust provided. A gear not only propels the momentum but smoothens the movement too. Elecon's 
cutting edge technology and the attitude of moving ahead of time have empowered them to gear up the entire industrial evolution 


Elecon, Asia's largest industrial gear manufacturing company has been driving Indian Industry since 1951 with cutting edge technolo ay 
and innovation, continuously challenging itself by upgrading its products to meet the diverse needs of customers both national anc 
international. Today, Elecon is the supplier of choice to core sectors like Steel, Cement, Sugar, Chemical, Fertilizer, Plastic and Rubber 





"Laus w step ahead in technology 


ELECON ENGINEERING COMPANY LIMITED Post Box # 6, Vallabh Vidyanagar, 388 120, Gujarat, India 
Gear Division: Tel.: +91(2692) 236469, 236513, 236516. E-mail: infogear@elecon.com 
MHE Division: Tel.: +91(2692) 237016, 236521, 236590. E-mail: infomhe@elecon.com 


ይ EMTICI ENGINEERING LTD. Marketing & Servicing Company Regd. Off: Vallabh Vidyanagar. 
Branches: Ahmedabad, Asansol, Bangalore, Bilaspur, Kolkata, Chennai, Dhanbad, Jamshedpur, 
Mumbai, New Delhi, Nagpur, Secunderabad, Pune & Vadodara. www.emtici.co.in 
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Pick and Choose 


Traditional assets, like gold and real estate, have shown mixed trends in the 
market lately. Is it the right time to invest in them? K.R. BALASUBRAMANYAM 


physical assets like gold and real 
estate to financial assets like cur- 
rencies, bonds, mortgages, stocks, 
bank loans, etc., and they have been 
wiser for it—witness the plight of 
investors in the West in the wake of 
the financial meltdown. Like most 
Indians, Bangalore-based private 
sector professional Janardhan lyer, 
37, is a firm believer in gold and real 
estate as options that will never let 
him down. “I buy gold every now 
and then, keeping in mind the fu- 
ture needs of my five-year-old 
daughter,” he says, adding: “I will 
blindly buy if the metal slides below 
Rs 1,000 a gram.” Again, as other 
Indians, real estate to him always 
means a plot of land, never a flat. 
So, should you invest in gold 
and real estate now? Both these 
traditional assets have been showing 
a downward trend. Gold, for ins- 
tance, was quoting at Rs 12,585 
per 10 gram in Mumbai on October 
18, down from its high of Rs 
13,800 in mid-July, on the back of 
weak global cues. The yellow metal 
has seen selling in international 
markets mainly due to the appreci- 
ating dollar—gold shares an inverse 
relationship with the greenback. 
But the fall in prices has not been 
sharp as the rupee has depreciated 
significantly against the dollar. The 
' festival season, too, has kept dem- 
and for gold jewellery firm. 
Where will gold prices head 
from here? Experts are cautious 
over the medium term. “It is difficult 
to predict prices in a volatile market 
such as at present. Many investors 
may pull out their investments from 
the riskiest assets and deploy their 


]-- HAVE ALWAYS PREFERRED 


RAMEN SARKAR 


WHAT NEXT FOR GOLD? 

© Gold seems headed for 
Rs 1,500 per gm levels 
in the bullion markets 


costs have soared, and 
supply constraints 
are looming 

e It's a hedge in these turbu- 
lent times, and investors 


should have a part of their 
portfolio in gold 





WHAT NEXT FOR REAL ESTATE? 
@ Real estate is seeing a price 
correction in India, thanks 
to the spike in prices 
over the last four years 


@ Although a cut in home loan 
rates is likely, a demand 
pick-up may take several 
quarters to materialise 


@ Prospective home buyers 
could wait for a further dip 
in prices over the next 
6-9 months 


money in safer options like gold. 
So, demand for gold should go up," 
reckons Bijou Kurien, CEO, Reliance 
Retail, which runs eight jewellery 
stores across India and offers coins 
and bars to investors. 

Over the short-term, though, 
analysts aren’t painting a rosy pic- 


ture. Says Amar Singh, Head 
(Commodities Research), Angel 
Broking: “When the financial mar- 
kets are in disarray, people prefer to 
hold cash. Over the next couple of 
months, many may redeem their 
gold assets for cash.” Kurien, how- 
ever, maintains: “The Us and other 


The yellow metal has seen selling in international markets mainly due to the 
appreciating dollar—gold shares an inverse relationship with the greenback 
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western European countries are 
either in the midst of a recession or 
moving into one. So, physical 
demand for gold may decline as 
many of them are large consumers 
of gold. When gold declines, it will 
depress the market to some extent. 
But this will be more than com- 
pensated by demand from specula- 
tors and investors.” 

But over the long-term, the iny- 
estment climate for gold is 
favourable. Both Kurien and Singh 
predict good returns on investments 
in gold beyond a year. “From a 
long-term perspective, gold as an 
asset is going to be in demand. 
Globally, there is a consensus that 
dollar will weaken in the coming 
years, which will lead to a flight of 
capital from dollar reserves to gold 
reserves. From a historical per- 
spective, too, gold has delivered 
returns of 15-20 per cent annu- 


ally,” says Singh. 
Realty Check 


Real estate presents a more complex 
picture than gold from an invest- 
ment point of view. “Historically, 
over any 10-year horizon, equity 
has performed better than gold, but 
real estate has delivered better 
returns than equity,” says Amit 
Bagaria, Chairman & CEO, Asipac, 
a real estate consultancy and mar- 
keting firm. The top-end and bot- 
tom-end segments, he feels, will 
witness more appreciation in prices, 
rather than the mid-market seg- 
ment, which saw bulk of the supply 
over the last 10 years. 

Bagaria sees New Delhi and 
Hyderabad doing better than the 
Mumbai and Bangalore markets. 
His reasoning: “Only cities with 
better and improving infrastruc- 
ture will do well, and not the ones 
where infrastructure is collapsing.” 
What he means is that in cities 
where infrastructure is improving, 
price differential between the cen- 
tral business district (CBD), periph- 
eral areas and suburban areas will 





“For real estate, only cities 
with better and improving 


infrastructure will do well” 
Amit Bagaria, 
Chairman & CEO, Asipac 


narrow; where the quality of inf- 
rastructure is declining, property 
prices in the CBD will rise faster 
than that in peripheral and subur- 
ban areas. 

But, according to Abhishek 
K. Gupta, Head (Operations, Rese- 
arch and REIS), Jones Lang LaSalle 
Meghraj (JLLM), the residential sec- 
tor as a whole will experience 
growth in the coming days. Land 
value appreciation, however, will 
depend on the type of industries 
and the facilities that will be devel- 
oped in any area. 

Residential areas that have seen 
high price increases over the past 
two years include Panvel in 
Mumbai (up 87 per cent), north 
Hyderabad (75 per cent), GST Road 


High Rises 


Areas of high growth in property 
prices in the past two years. 


Chennai (GST Road) 





NCR (Manesar) 


Mumbai (Panve!) 





Pune (Pimpri and Chindwad) 








Hyderabad (North) 
Source: JLLM 


Figures in per cent 
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“Many investors may 
deploy their investments 


7? 


in safer options like gold 


Bijou Kurien, 
CEO, Reliance Retail 


in Chennai (125 per cent), Pimpri 
and Chinchwad in Pune (87 per 
cent) and Manesar in the National 
Capital Region (92 per cent), acc- 
ording to the latest research re- 
port from JLLM. “Over time, we 
may see the emergence of numer- 
ous industrial corridors along var- 
ious regional belts that will signif- 
icantly bolster demand for real es- 
tate," says Gupta. 

Singh provides yet another ins- 
ight. ^When real estate prices fall 
in any country, it is a clear indica- 
tion of a serious problem in its 
economy. That drives people away 
from real estate and towards bul- 
lion, which, unlike real estate, is 
easy to enter and exit. The real es- 
tate markets are already witness- 
ing a topping out, and we are likely 
to see a downward pressure on 
prices due to slackening demand 
from both domestic and foreign 
investors," he says. 

Although the real estate dem- 
and is slowing down and may bring 
down prices over the next few 
months, it's best for investors to 
wait till there's a real price correc- 
tion before taking an investment 
call. So, for now, it's better to watch 
real estate than invest in it. 
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Working the Web 


Companies have graduated from job portals to networking 
sites to reduce recruitment time and save costs. 
RAHUL SACHITANAND AND SAUMYA BHATTACHARYA 


LARGE INDIAN MINING 

company was recently 

hunting for a senior 

geologist for its 

operations. The com- 
pany decided to broaden its search 
and go global for this hire, and 
trawled through prominent social 
networking sites to find a suitable 
candidate. Not only did Stanton 
Chase, the HR consultancy given 
the mandate for this search, 
successfully close the process, it 
even recruited an Australian to the 
post. “Social networking sites have 
turned the recruitment market on its 
head,” says Venkat Shastry, Partner 
at Stanton Chase. “This Australian 
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hire is unlikely to have been pulled 
off even by our Sydney office.” 
For Parin Lakhani, it was his 
LinkedIn account that allowed him 
to transition from working in the 
corporate department of a large 


RECRUITERS ARE 





SEARCHING FOR 


» Junior hardcore techies and 
Technical leaders@Orkut 


» Indian American professionals 
@Facebook 


Ë Senior Managers and even 
CXO-level professionals 
@Linkedin 


. “Social networking sites like LinkedIn have 


Mumbai-based law firm to Pangea3, 
a Mumbai-based legal services BPO. 
Three years ago, recruiters 
approached him to make the switch 
and he decided to take up the offer, 
primarily to try a new role and the 
opportunity to travel overseas. “This 
opportunity may not have come to 
me had I not been active on 
LinkedIn,” he says. 

From relying on traditional data- 
bases and then graduating to massive 
online databases, India Inc. is now 
making the next big shift—online. A 
recent Business Today-Synovate 
India Survey (BT, November 2, 
2008) shows that India Inc. is soci- 
ally networked. The survey also rev- 





NISHIKANT GAMRE 


eals that Orkut is the favourite online 
social network site for all target 
groups—college students, working 
executives (junior, senior and cor- 
porate decision-makers)—and that 
almost 90 per cent of those polled in 
the survey turned out to be members 
of Orkut. For recruiters, LinkedIn, 
launched in May 2003; Facebook 
founded by Mark Zuckerberg in 
2004; and Orkut, run by Google; 
are the preferred sources. 

Sample these numbers: 
LinkedIn, with around 25 million 
subscribers globally, has an esti- 
mated one million-plus Indian sub- 
scribers. As of May 2008, 54 per 
cent of Orkut’s users were from 
Brazil, followed by India with 17 
per cent. Little surprise then, recr- 
uiters, HR heads and, of course, 
employees are all leaning on these 
sites to find people and jobs. 


Active Hunt for 

Passive Seekers 

HR heads and head-hunters feel 
that using social networking sites 
expands the potential pool of 
recruits. “We can look for recruits at 
a global level. We can also find pas- 





Parin Lakhani, Pangea3 


“The job-shift happened because | am 
active on my Linkedin profile” 


sive recruits who aren’t really look- 
ing for a job, but don’t mind chat- 
ting,” says Sastry. 

This happens because many 
people join interest and hobby 
groups on social networking sites 
and they’re tagged by recruiters. 
"| happen to be a member of the 
Siebel community on Orkut,” says 
Ramkumar Prasad T., a Senior 
Software Engineer with Birlasoft. “I 
received a mail briefing me on a job 
profile from a recruiter and 
accepted the offer in three days.” 

It’s these impressive results that 
are making big companies take note 
of the phenomenon. Though it is 
not talking time frames yet, IT major 
Wipro Technologies is planning to 
“do communities in Orkut and 
Facebook for campus hiring,” says 
Pradeep Bahirwani, Vice President 
(Talent Acquisition) at Wipro. Right 
now, social networking sites form a 
“very small” component of its hiring. 

The Head Hunters India, a 
Bangalore-based executive search 
firm, claims to have signed up for 10 
LinkedIn subscriptions a couple of 
months ago; earlier, it had just one. 
It also has a dedicated resource to sift 
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“| signed on once | was sure that this 
was a ‘real’ HR person reaching out” 


through social networking site Orkut 
for hires. “We are cutting down on 
the use of job portals for recruit 
ing,” says founder and CEO Kris 
Lakshmikanth. 

Some recruiters like Subash A. 
K. Rao, Director (HR), Cisco India, 
believe the direct interactions with 
top talent through networks and 
referrals are more effective than 
other conventional methods. Some 
professional networking sites pro- 
vide access to a rich pool of pro- 
fessional talent, are fairly easy to 
use and provide access to people 
with specific skills and industry 
experience. Says Rao: “They are 
effective because they help recruiters 
reach out beyond the pool of active 
job seekers. Direct access to top 
talent at zero or negligible cost is a 
very strong value proposition at 
any time!” 


Netting High Fliers 

The move to lure passive job seek 
ers isn’t just at the junior level. 
Karandeep Singh, Director 
(Finance), Sapient India, has been on 
LinkedIn since 2004, primarily to 
keep in touch with friends across the 





Karandeep Singh, Sapient 


= turned the recruitment market on its head” 
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world. “I thought the site was a 
way to leverage contacts, reach out 
to people in other companies and 
geographies with specific requests 
relating to their industries and work 
areas,” he says. “I occasionally saw 
some people post their company 
job requirements on this site, but 
never thought recruiters could get 
plugged in.” 

Three weeks later, Singh went 
ahead and signed up with Sapient. 
“(I signed-on) once I was comfort- 
able that a ‘real’ HR person was, in- 
deed, reaching out,” he says. 

Besides judging employment 
parameters, social networking sites 
also help companies judge softer 
HR metrics, says Sanjay Kamlani, 
Co-CEO, Pangea3. “We try to un- 
derstand the varied skill sets of an 
individual. This can be done by 
analysing his recommendations on 
sites like LinkedIn or by monitoring 
his activities,” he says. For instance, 
a top attorney may be seasoned in 
the art of drafting contracts, but 
may not necessarily be as prolific at 
inspiring, training and mentoring 
others, Kamlani says. Pangea3 
claims to hire 20 per cent of its re- 
cruits from social networking sites. 


Search Now a Cinch? 
With the job market tightening, 
recruiters and HR heads want to 
spend less time sifting through 
dozens of irrelevant Cvs before 
choosing the right candidates. 
Professional networking sites such 
as LinkedIn and special interest 
groups on other portals help. “This 
is an upcoming low-cost source for 
organisations...some sites like 
LinkedIn also allow companies to 
post jobs at a certain price,” says 
Rahul Nandi, Group Manager 
(Staffing), Hewlett-Packard India. 
While companies previously re- 
lied on massive databases to reach a 
larger audience, now, they’re getting 
more targeted in their approach. 
Rather than trawl through hundreds 


of Cvs for a software engineer, 
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"A direct access to top talent at zero or negligible cost 
5 a very strong value proposition at any time" 


Subash A.K. Rao, Cisco India 


they're zeroing in on specific skill 
sets, years of experience and loca- 
tions to reduce hiring times and in- 
crease recruitment success rates. 
At Sapient, HR managers view 
social networking profiles as an ex- 
tended resume, which allows ex- 
ecutives to demonstrate passion for 
in-depth knowledge of a subject. 


"| received a job briefing 
from a recruiter and 
accepted the offer within 
three days" 


Ramkumar Prasad T., Birlasoft 





“They also serve as a good source to 
share knowledge with peers, pro- 
fessionals and experts," says 
Prashant Bhatnagar, Director 
(Hiring), Sapient India. *A careful 
study of public profiles reveals the 
best qualities of an individual and 
helps recruiters select a person that 
suits our requirement." 

Despite the optimism over this 
new medium, recruiters admit that 
the online world has its own limi- 
tations—ike the authenticity of data. 
"There are no checks to prevent 
unscrupulous elements from faking 
their resumes in terms of positions 
held and companies they have 
worked for in the past," says 
Sapient's Bhatnagar. 

There are other concerns as well. 
"These sites need focussed, dedi- 
cated presence and it is not a sure 
shot success," says Renuka Krishna, 
Associate Vice President (Talent 
Search and Deployment), KPIT 
Cummins. Though recommenda- 
tions by fellow workers and ex- 
bosses are good starting point, this 
can't be the end of the story when it 
comes to referral checks, she says. 
For now, however, that has not 
stopped recruiters from being gung- 
ho about the newly unleashed power 
of social networking. 8 
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Nothing Remote About This Wave 


Remote infrastructure management outsourcing spurs new jobs. 


HIS OFFSHORING WAVE IS CRE- 
Jà new prospects, both in 
terms of rapid business growth 
and jobs. The opportunity is in 
the shape of Remote Infrastr- 
ucture Management Outsourcing 
(RIMO) or the transfer of the resp- 
onsibility for delivery of RIM to 
an external supplier. 

Organisations outsource selected 
parts of infrastructure management, 
while retaining control over critical 
ones. For instance, some companies 
may outsource server monitoring, 
storage or back-up. “Efficiency be- 
comes a priority in a downturn. 
Hence, the opportunity,” says 
Gaurav Gupta, Principal & 
Country Head, Everest Group, 
which has been tracking the Indian 
and the worldwide RIMO market. 

There are two segments of play- 
ers in this area—large players like 
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Tata Consultancy Services, Wipro 
Technologies, IBM and Satyam 
Computer Services, among oth- 
ers, that target the big infrastruc- 
ture management deals; and niche 
players such as Microland. 

In a survey conducted earlier 
this year, NASSCOM and McKinsey 
& Co. estimated RIMO to become a 
$13-15-billion (Rs 62,400-72,000- 
crore) opportunity for the Indian IT 
industry in another five years. 
Everest, in its research last year, es- 
timated that the RIMO slice in the in- 
frastructure market pie will grow at 
a compounded annual growth rate 
(CAGR) of more than 60 per cent. 

These projections have resulted 
in RIMO players looking at growth 
and large number of deals. 

At present, the RIMO industry 
in India employs 40,000 people, 
up 80 per cent from three years 
ago. There is a high de- 
mand from suppliers for 
this talent (see Fact Box) 
to build their capabilities. 

“RIMO industry is 
drawing from within its 
own human resource sup- 
ply, but is also looking at 
focussing on training. 
Companies are coming out 
with training modules 
around RIMO,” says Gupta. 








WHO'S HIRING: 

IT majors like Tata Consultancy 
Services, Wipro, IBM and niche 
players like Microland. 


WHO'RE THEY HIRING: 
Engineering graduates, professionals 
with specialist certification 

like Mainframe, Team leaders, 
database administration managers, 
server administration and 
networking professionals. 


AT WHAT LEVELS: 
Mostly at entry and middle levels. 


AT WHAT SALARIES: 

Rs 3.6 lakh-Rs 5 lakh per annum 
for freshers, Rs 6 lakh per annum 
and above for mid-level. 


WHAT ARE THE 

NUMBERS LIKE: 

The remote infrastructure 
management outsourcing market 
employs 40,000 people at 
present. It will add upwards o! 
3,500 professionals per year over 
the next four years. 


According to a recruiter, the 
demand is for engineering graduates 
and professionals—both at the entry 
level and at the level of team leaders 
and specialists. The compensation is 
roughly close to the application 
development space. It's time to ride 
the RIMO wave. 

SAUMYA BHATTACHA 
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Senior Management Jobs 
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Read in the following order - Company Name, Position, Location, Experience, Job ID, Job Description. 


Layam Inc, Head Graffix, Pune, 15 - 
25 years, Job ID: 6319940 _ 

Person currently working at Senior level 
position in the field of GIS. The person 
should be able to handle everything related to 
the entite Department. Having Environment 
related knowledge would be an added 
advantage. 


Mobile Tech Services India, Senior 
Commercial Manager, Delhi, 
Mumbai, 10 - 20 years, Job ID: 4753536 
Draft, negotiate and review contracts, 
including service and engineering contracts, 
supply and purchase agreements, License 
agreements, etc, Formulate and execute 
contractual policies and strategies to ensure 
successful implementation, 


Smile India, DGM/GM.- Liasioning, 
Noida, 8 -10 years, Job ID: 6298378 
Acquiring & timely renewal of store licenses 
to run smooth operations for PAN India. 
Handling & resolving the day-to-day 
issues/matters at stores related to RTO/ 
Police, Traffic etc. for PAN India. 


Santech Cybernetics Pvt Ltd, Head - 
Change Management, 
Tiruvananthapuram, 12 - 17 years, Job 
ID: 6297997 

The person should have proven leadership 
skills and vision to drive the growth of the 
Unit, Person should have worked on Six Sigma 
Quality processes and be Black Belt certified. 


Emergent India, National Sales 
Manager, Delhi, 12 - 16 years, Job ID: 
6297555 

A sales professional from FMCG background 
extensive team handling looking after the 
target acchievement, promotional activites, 
product launches. 


Texel Global, Regional Managers, 
Chennai, 5 - 10 years, Job ID: 6295314 
Responsibilities include: Working with various 
stakeholders, developing and refining the Pre 
paid cards proposition in Asia Pacific. Co- 
ordinating the set up of the Pre paid cards 
business in new geographies. 





To know how to apply for these jobs, 





Quest Diagnostic, Sr. Project 
Manager, Gurgaon, 8 - 10 years, Job 
ID: 6289681 

Incumbent should possess education, 
knowledge, skills, experience and special 
requirements (travel, on-call support etc). A 
Bachelors Degree from an accredited college. 
PMP Certification, Greater than 8 years 
project management experience, 

Sapient, Senior Manager Business 
Development, Bangalore, 8 - 12 years, 
Job ID: 6279867 

The Senior Manager Business Development is 
required to establish and manage sales strategy 
for prospects and existing customers, increase 
lead generation, leverage senior Sapient 
executives and allocate organizational 
resources wisely. 

Radical Thoughts, Dy.GM - Thermal 
Power Plant, Tirunalveli, 18 - 25 years, 
Job ID: 6295460 

Applicant with BE/BTech with PG Dip in 
Thermal Power Plant having 12+ yrs exp in 
O&M of Thermal Power Plant independently. 
Skills in operational efficiency & managing 
tech people a must, 

Axles India Limited, Divisional 
Manager (MFG), Chennai, 14 - 20 
yeats, Job ID: 5014279 

Full time B.E (Mechanical or Production ) 
with minimum 10 years expetience as a senior 
manager ( manufacturing ) involving press 
operations such as Blanking, Piercing, 
Forming, metal forming operations, etc. 


Mila Software, Director-TPM (Tech. 
Product Marketing), Hyderabad, 8 - 
18 years, Job ID: 6082209 

Role:Channel delivery and support strategy 
for Mila's services product line, starting with 
successful projects at initial pilot (alpha) 
customers, In this cross-functional role, you 
will serve as the customer delivery planner and 
manager. 

Varroc Engineering Private Limited, 
DGM/DM/AM - Marketing, Pune, ን - 
13 years, Job ID: 6262948 

Generation of new enquiries through 
customer visits/ contacts. Understand 
customer requirement and work closely with 
concerned plant for quotation. Work out 
costing/ send quotes to the customers. 


Singhi Advisors Ltd, Director/ Hea 
Bangalore, 10 - 15 years, Job I: 
1927958 

You are expected to be an MBA, preferal 
with an engineering background from 
reputed institute ora CA/ ICWA with relev: 
work experience of 10-15 years wi 
Investment Banks/ Consulting Firms/ F] 
Banks/ Large Corporates. 

The Gallup Organization, Seni 
Consultant, Bangalore, 5 - 10 yea 
Job ID: 6264340 

You wil need to have 5 to 7 years 
demonstrated experience in the area 
Performance Management Systen 
Competency Frameworks, Career Planni: 
Training and Development. Prov 
experience in giving presentations, etc. 
Firstsource Solutions Ltd., Collecti 
Development Manager, Bangalor 
Chennai, 7 - 12 years, Job ID: 5993317 
Applicant with 4 years direct experience 
software development and/or programmi 
design and systems management. Provi 
experience in overseeing the directio 
development, and implementation « 
software solutions. 

Impetus Infotech India Pvt Lt 
Technical Pre-sales Manager, Noid 
8 - 16 years, Job ID: 6319784 

Person with exposure to pre-sales & custom 
account management with demonstrat 
ability to independently interface with clie 
and coordination with offshore team. Goc 
communication, problem solving 
interpersonal skills, 


ACS, Inc., Systems Consulting | 
Manager, Bangalore, 8 - 10 years, Jo 
ID: 6318824 

Provides both management and technic 
leadership. Coordinates the integration « 
office operations and information system 
Directs the development and implementatic 
of technical solutions for the enterprise. 


EMC Corporation, QA Manage 
Bangalore, 9 -17 years, Job ID: 608030 
The QA Manager in this position will have tł 
responsibility for managing a function 
verification testing team and coordinatir 
with other QA teams for one of VMware 
emerging products. 
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IP Soft India Pvt Ltd, Networking 
Specialists, Bangalore, 2 - 12 years, Job 
ID: 6032709 
Required Network Engrs for IPsoft (has 
grown 100% each during last 5 consecutive 
yrs). Exp in Cisco (Sonic Firewall, Wan 
accelerators, F5, Juniper Netscreen, Blue coat 
etc), MPLS, QoS, Secuity, routing, switching, 
Kale Consultant Ltd, Technical 
Architect - Technology Manangement 
Group, Mumbai, 12 - 15 years, Job ID: 
6256700 
Require a Senior Level resource at a Group 
Manager/ AVP level with more than 12 years 
of experience as a Technical Architect. Lead 
< the software architecture design effort, assess 
technology risk and formulate risk mitigation 
Strategies, 


Zenith Infotech Ltd, Sr. Server/Server 
Engineer (L4/L3)-NOC, Mumbai, 4-10 
years, Job ID: 6307875 

Troubleshooting of Exchange 2k, 2k3, 2k7, 
ADS, Blackberry, Citrix, SQL DB, and 
Remote Server Support 24x7, Min 4 yrs 
experience, 


Silicon Edge Technologies, St QA Test 
Engineer, Bangalore, 5 - 15 years, Job 
ID: 6320165 

Senior QA engineer who has significantly 
contributed in end to end testing of large 
software application/solutions. Experience in 
functional, integration, system as well as NFR 
testing. 

ASM Technologies Limited, Software 
Developer, Delhi, N oida, 3-5 years, Job 
Candidate should have working experience on 
the C++ and VC++, 

Symbian OS, Software Engineer, 
Bangalore, 4-8 years, Job ID: 6317588 
The Software Engineer will be responsible 
for: Analysing the requirements, getting an 
understanding on the requirements under 
proper guidance. 

SLK Software Services Pvt Ltd, J2EE 
Project Lead, Bangalore, Chennai, 5 - 10 
years, Job ID: 5223134 

Person with exposure on Java ዲር J2EE, JSP, 
Servlets, EJB, Struts, handle a team of less 
than 10 members. Responsible for Project 
Management, Customer Management. Good 
comm skills & direct clientinteraction. 
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Sellcraft Softech Pvt Ltd., CITRIX 
ADMIN / VM Ware ADMIN, 
Chennai, 3 - 8 years, Job ID:6319038 
Installing and configuring the presentation 
Server and Xenapp Citrix Farm. Managing the 
Citrix Licenses. Renewing the Citrix License 
using My Citrix account. 

EMC Corporation, VDM QA, 
Bangalore, 3 - 7 years, Job ID: 5918364 
The individual will be a Software Quality Eng, 
working on new products in the VDI group. 
The individual will play a key role in dev. the 
test harness as well as the test plans. 
Capgemini, Mainframe 
Professionals, Hyderabad, 1 - 3 years, 
Job ID: 6318977 

Mainframe Professionals with proficiency in 
COBOL, JCL, and CICS, 


California Software Co Ltd, Oracle 
Finance - Functional Consultant, 
Chennai, 3 - 6 years, Job ID: 6318877 
Aspirant with hands-on exp in Oracle E- 
Business Suite 111. Ability to interact with key 
senior business users, map Business 
requirements into Functional Solutions in 
Oracle E-Business Suite and identify gaps and 
suggest functional solutions. 


Robert Bosch Engineering and 
Business Solutions Ltd., Design 
Engineer, Coimbatore , 2-5 years, Job 
ID: 6318843 

B.E./B.Tech/M.E./M.Tech - Mechanical / 
Automobile. 2 to 5 yrs experience in Design 
activities using CATIA V5", Expertise in Solid 
modeling and Detailing using Catia V5. 


Akshay Software Technologies Ltd., 
Technical Writer, Hyderabad, 3 - 5 
years, Job ID: 6317555 

Technical Writer with the following skills:- 
Exceptional knowledge on Adobe 
Dreamweaver, Snag IT version 9 (latest), 
Robo help (version 7) will be an added 
advantage, Excel and Power point 
presentations. 


Arion Systems Pvt Ltd, Sr. Asp.net 
Programmer, Mumbai, Pune, 4 - 8 
years, Job ID: 6318781 


We are looking for Sr. Software Eng. with an 
exp in asp.net, C#, Sql server. Also having an 


expin Finance or Banking domain. 
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me, Position, Location, Experience, Job ID, Job Description. 


Confiminds Software Solutions India 
Pvt Ltd, Team Leader/Technical 
Leader, Bangalore, 6 - 8 years, 
Job ID: 6318780 

Applicant with extensive experience of 
designing and developing composite 
applications with distributed architecture for 
WebSphere and WebSphere Portal Server, 
WebSphere Process Server, Java and 
WebServices enabled architecture. 
Notetech Software, Programmer 
Trainee, Kochi, 0 - 2 years, Job ID: 
6303523 

Candidates with a constant academic record 
from School finals to graduation are cligible to 
apply. We are not engaging students with year 
outs, even scores slightly lower than the fixed 
mark, 


Inter Globe Technologies Pyt Ltd, 
Software Engineer - PowerBuilder, 
Delhi, Gurgaon, 2 - 5 years, Job ID: 
4931749 

Ideal candidate must understand the Design 
Document. Proven coding and testing 
experience with in depth knowledge of 
Powerbuilder Application. Experience in 
Sybase, PL/SQL and Oracle. 

ADP Pvt Ltd, System Integrator, 
Hyderabad, 1 - 4 years, Job ID: 
6318409 

Incumbent must be Proficient in UNIX/ 
Solaris/Linux. Strong understanding of 
Webservers- IIS/ Apache /iPlanet. Experience 
onany Identity and Access Management Tools 
- CASite minder (preferable). 


Spurthi Group, Software Engineer, 
Bangalore, 3 - 4 years, Job ID: 6318068 
Person with at least two years hand on 
experience in Game Development, 
Programming Languages : C, C++, J2ME / 
BREW, Java Environments and Editors : 
Eclipse, IDEA, BREW : SDK v2.x, SDK v3.1. 
or JDK1.5.6, etc. 

Team Computers Pvt Ltd, Content 
Writer, Delhi, 0 - 2 years, Job ID: 
6317590 

We are looking for B.A (English), M.A 
(English) or Mass Comm. fresher with flair for 
writting. He/She should have good comm. 
skills both verbal and oral. The person will be 


responsible for documentation. 
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Read in the following order - Company Name, Position, Location, Experience, Job ID, Job Description. 


MResult Services Pvt Ltd, Business 
Dev. Manager, Bangalore, 5-8 years, 
Job ID: 6311486 

Required min 5 yrs of exp in IT products with 
good knowledge & exposure towards 
domestic and international markets. To 
generate leads, make cold calls, etc. 


Kale Consultant Ltd, Program 
Manager, Mumbai, 18-20 years, Job 
ID: 6256773 

Candidate with more than 18 yrs of exp in IT 
industry and around 8-10 yrs in Project Mgmt. 
Understands basic revenue models, P/L, and 
cost-to-completion projections, Identifies 
business development & sales opportunities. 
Cosmique Ltd., Marketing Executive, 
Gurgaon, 2 -3 years, Job ID: 6320220 
We are looking for a Executive — Marketing, 
BSC in Chemistry having knowledge of 
Petrochemicals, Polymers and other allied 
industries, well conversant with Computer. 
Appco Marketing (I) Pvt Ltd, Sales & 
Marketing Executive, Mumbai, 0 - 1 
year, Job ID: 6319825 

Person should be able to drive good results & 
should be able to follow up leads and close 
deals. Very good communication skills. 
Micrographics India, Manager Sales 
& Marketing, Delhi, 4 - 7 years, Job 
ID: 6319205 

We are looking for a highly motivated, result- 
oriented Sales Manager with min. 4/ 5 years 
responsible level experience in technology- 
related equipment sales and services. 
Technocrats Plasma Systems Pvt Ltd, 
Marketing Management Graduates, 
Mangalore, 0 - 2 years, Job ID: 6319165 
Fresh marketing management graduates to be 
posted at Mangalore, who wish to excel 
opportunity with us in marketing stream. 
Candidates with science background shall be 
preferred. 


Labindia Instruments Pvt Ltd, Sales 
Executive, Pune, 1 - 3 years, Job ID: 
6319074 

Job involved Instrumentation selling, 
responsible for target achievements, 
Customer relations. Should be able to know 
market demand. Knowledge of strategic 
planning to meet the targets. 


To know how to apply for these jobs, go to 


Notetech Software, Corporate 
Software Sales Professional/ Manager, 
Kochi, 1 - 5 years, Job ID: 5532784 
He/she should be a person who has the 
intelligence to make effective cold call to CEO, 
CIO of the company and submit the proposal 
and get the deal. The ideal candidate have good 
exposure with IT /Software industry. 
Sellctaft Softech Pvt Ltd, Sales 
Engineer, Chennai, 5 - 7 years, Job ID: 
6318491 

The Person shall be responsible to achive 
budgetted sales in their Territory. Providing 
after sales support in the territory, collection 
of outstandings & C forms. Generating 
enquiries and achieving customer satisfaction. 
InfoCepts Technologies Pvt Ltd, 
Marketing & Sales Co-ordinator, 
Nagpur, 2-5 years, Job ID: 6318128 
Duties:Email marketing management — using 
email marketing services and writing skills to 
develop and execute email marketing 
campaigns. Direct Mail Support — support our 
graphic designer with direct mail preparation, 
and more. 

EFY Enterprises Pvt Ltd, Sales 
Executives, Pune, 0 - 2 years, Job ID: 
6317937 

Ideal candidates must have 1-2 years of sales 
experience. Experience in media sales would 
be a bonus. Candidates must have own 
conveyance (except for Mumbai) and a good 
command over English language--both 
spoken and written. 


Inventurus Knowledge Solutions Inc, 
Assistant Manager - Pre-Sales, 
Mumbai, 3 - 8 years, Job ID: 6314446 
Person with experience in a similar role (sales 
support, pre-sales consulting) is essential — for 
at least 2 years — preferably in a large BPO or 
ITO firm. Experience in outsourcing 
(preferably BPO, else ITO) is desirable. 


Earthsellers Hitech Homes Ltd, Sales 
Executive, Mumbai, 1-3 years, Job ID: 
6317609 

Aspirant should be Graduate / MBA. Good 
knowledge of Real Estate market. Good 
communication skills. Inter personal skills for 
understanding the clients requirements & 
come out with new & innovative ideas & 
strategies. 


Submit your resume on monster.com 


and let monster work for you 
Double 


our chances of getting the right jobs 


Polaris Software Labs Ltd., Sr. Pre- 
Sales, Chennai, 8 - 15 years, Job ID: 
6316518 

Incumbent with around 7+ yrs of experience 
in IT including. Experience in Pre-Sales or 
Sales support, Excellent verbal & written 
communication skills, Excellent presentation 
skills. 

Amrut Software Pvt Ltd, Sales 
Manager, Bangalore, Mumbai, 2 - 4 
years, Job ID: 5982197 

Person with 2 to 4 yrs exp in Sales /Presales of 
Software Products like IBM Rational, 
Installsheel, Embarcadero, and Borland. Lead 
Generation through cold-calling, client 
referrals etc. 


Ledger solutions Pvt Ltd, Pre-Sales 
Consultant- Oracle Apps, Mumbai, 3 - 
10 years, Job ID: 6315685 

Applicant with IT industry experience. 
Minimum 2+ experience in managing Oracle 
E-Business pre-sale practice. Strong 
experience in Technical/Functional 
knowledge for Oracle E-Business Suite 
applications. 

Zenith Software Limited, Business 
Development Executive, Bangalore, 1 
- 4 years, Job ID: 5234841 

Candidate with minimum one year of recent 
experience in Business Development and 
Marketing support. Should have sound 
understanding of IT services with a global 
mindset, Strong quantitative and conceptual 
abilities. 


Compare Infobase Ltd, Assistant 
Manager Sales- Mapping, Delhi," 
3 - 5 years, Job ID: 6315026 

Aspirant must have strong experience in 
Marketing and Sales. Prior experience in 
selling mapping products & services will be an 
added advantage. Must have excellent skills in 
presentation & preparing RFP's. 

Labindia Instruments Pvt Ltd, Sales 
Engineer, Delhi, Gurgaon, 2 - 3 years, 
Job ID: 6314463 

Responsible of Sales & Marketing activities, 
Sales targets and customer relation, Person 
should have sound knowledge of Market 
segementation. Should have worked in 
Instrumentation Selling, particularly 
Analytical, Lab, Microscopy, etc. 
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Call us at 1800-419-66 


or 
email us at sales@monsterindia.com : 


sm sarees ITA طببا بصب رجرب‎ patr EL š 


ርው መመል 


I. Logon to www.monster.com 

2. Type the job ID in the “Search Jobs” box on the 
homepage 

3. Click the “Go” button 
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economical way to get to the ሥታ 
perfect resume, call us or visit | 
www.monster.com. We'll get you 
the right candidate, 
no matter what. 


zem 
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offers a breathtaking spectacle, but is 
unlikely to survive for long in its present form. N. MADHAVAN 


OCTOBER 15, 2008 
Mettupalayam (Tamil Nadu) 


E ARE AT THE FOOT OF 

Nilgiris in Mettu- 

palayam, a small town, 

34 km from Coim- 
batore in Tamil Nadu. What brings 
us (India Today photographer H.K. 
Rajashekar and I) here is a historic 
occasion—the centenary of the 
Nilgiri Mountain Rail (NMR), the 
steepest and longest mountain ;tail- 
way in Asia and a UNESCO heritage 
site, which connects Mettupalayam 
(1,069 feet) and Ooty (7,228 feet), 
the Queen of the Hill Stations in 
south India. The journey turns out 
to be a peep into what bad eco- 
nomic rationale can do to a poten- 
tial money-spinner. 

For starters, the Mettupalayam 
station is bereft of any festivities 
that normally surround such events. 
A 45-day celebration, we were 


told, was kicked off a couple of 
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days ago by R. Velu, Minister for 
State for Railways. The platform 
is abuzz, though; passengers with 
confirmed tickets are getting into 
four small wooden coaches, while 
many more without reservations 
are haggling with the 
station master for a 
seat on the train (you 
could be mistaken 
into believing that 
NMR is a cash-cow, 
but more on that 
later). Only a lucky 
few get in while most 
others are turned 
away. 

A few hundred 
metres away, a steam 
locomotive is being 
readied for the ardu- 
ous five-hour, 45.88- 
km journey. It will 
push four coaches car- 
rying around 200 
people with an aggre- 


2751 


"| agree that Rs 9 

Is a pittance. We 
are looking at char- 
ging tourists more ` 


General Manager, 
Southern Railway 








gate weight of 65 tonne over steep 
gradients—truly a beast of a mac- 
hine. Its fuel for the trip between 
Mettupalayam and Coonoor 15 4.5 
tonne of coal and over 15,000 litres 
of water. The uphill journey will 
take five hours (dow- 
nhill journey: three- 
and-a-half hours). 
The train starts at 
7.10 a.m. and soon 
gathers speed as it 
travels through the rel- 
atively flat terrain with 
its shrill whistle trans- 
porting you back to 
your childhood. By 
7.40 a.m., we reach 
Kallar (1,260 feet). It’s 
time to fill in more 
water in the loco that 
has a storage capacity 
of only 5,000 litres. 
The train begins its 
steep climb. It is also 
from here that NMR’s 








famed rack and pinion system, the 
only one-of-its-kind in the world 
using steam locos, which holds the 
train in steep gradients, begins. The 
loco is soon huffing and puffing as it 
handles its steep ascent. The speed, 

too, has reduced (maximum speed in 
the rack and pinion stretch that 
extends from Kallar to Coonoor is 
just 13 km/hour). Even as the loco 
struggles, the view outside turns 
spectacular. The Kallar Bridge, 

where the train emerges from a tun- 
nel and curves its way on a bridge, is 
a lensman’s delight. 

For the next three-and-a-half 
hours, the train crosses 16 tunnels, 
250 bridges, 208 curves through 
verdant forests, deep ravines and 
across rivulets, offering passengers 
picturesque views of the valleys 
below and lofty mist-covered moun- 
tains above. Such is the view outside 
that the excited tourists are often 
stunned into silence. 

The ride isn’t always as smooth. 
“At times, elephants block the path, 
especially between the 14th and 
17th km marks. We have to 
patiently wait for them to move 
before proceeding. Landslides are 
also common,” explains P. Raveen- 
dran, the train’s guard. In case of 
an engine failure, the passengers 
are moved to the nearest road and 
sent onwards by bus. If the break- 
down happens in a dense forest, 
this becomes quite a task. The train 
chugs its way past Hillgrove (3,580 
feet), Runneymede (4,612 feet) 
towards Coonoor without any of 
these disruptions. 

However, the heritage train 
makes many unscheduled stops. 
“The locos are old and consume a 
lot of water. So, we stop at various 
water-filling points en route. That 
apart, at times when the locos fail to 
generate enough steam, we stop, 
build up steam and then move 
again,” says J. Nagesh, Divisional 
Mechanical Engineer, Salem 
Division. The locos are, indeed, old. 
The youngest one is 55 years old 


HIGH CUSTOMER 
SATISFACTION, 
HIGHER LOSSES 


NMR has several things going for i it, but 
desperately needs a sane business plan 
to rescue it from oblivion. 


@ Nilgiri Mountain Rail (NMR), started 
in 1908, is one of the five mountain 
rails | in India 


Peps AOA RLAR NUENA dedito! 





PAAD AN YA Hie HL AD RUN LORD EN LIAS ENS EN AEAEE DECAAN 


@ The 45.88-km joumey through some - 
of the most picturesque locations in 
India costs just Rs 9 for 184 
Second C seats 


@ Fare for First Class, accounting for 
16 seats (8 per cent of total), is Rs 117 


SHEERS NTSB MEL LL LE SEALE A LERTAN oh Decne AED trib eq AM Ñ; ea RED. 


@ NMR carried 27,630 passengers 
in 2007-08 


PIUA peli ox nag buie TRES MNA Mete Mite riy ede Mae ላካ S SEM SEN o er ATARI Arun aap + ti RR eS eh ds 





€ Its revenues for 2007-08 was 


a paltry Rs 31 lakh 


ርች መ 9599899898 ከርክር ለአ ለለ ከለለ) ለስ ፈረስ በፈ pare ለፍ ዓየ ዓነ 


@ Its expenditure for 2007-08 was 
፳ 6. 69 crore, 21 times the revenue 





and the oldest, 88 years old—way 
above the 40-year life span pre- 
scribed by the manufacturers. In 
fact, the aged beasts have begun to 
underperform over the years. Today, 
it takes longer to make the journey 
(it took 81 extra minutes during 
our trip) and its progressively dec- 
lining power has forced the Railways 
to cut down the number of coaches 
from six in 1980s to four today. 
Also, non-availability of crucial parts, 
such as link motion rods, within the 
country has forced the Railways to 
cannibalise parts from other locos, 
Over the years, this has shrunk the 
number of operational locos to just 
seven from 12 earlier. 
Considering that at least once 
before (in 1982) the Commissioner 
of Railway Safety had stated that the 
condition of the tracks and the loc- 
omotives was not safe for passenger 
transportation, it is the ingenuity 
of the 500-odd NMR staff that has 
kept this rail system going safely. 


HYVOENVS NHINVM 





season), I wonder why the Ra 





locos as Over From] here for rest st of 
the trip to Ooty. The Railways, i 





fes, becomes apparent, does not have a 
.. business plan for NMR. H delays i 





replacing the aged locos are worty - 
ing, the fare is bewildering. All you 
have to pay for the five-hour 
unforgettable mountain ride is Rs 9 
(Rs 117 for the limited First Class 
seats). Incidentally, a bus trip bet- 

ween Mettupalayam and Ooty wall 













cost you Rs 40. Little surprise then, 


the NMR section earned a pal 
revenue of Rs 31 lakh in 2 8 
from 27,630 passengers against an 
expenditure of Rs 6.69 ci 

(. onsidering the rage fo © the 
train (it is running full eves 


hen 


can't steeply increase fares, buy new 
locos, introduce bubble top coaches 
that one sees in Switzerland, run 
more trips and, in the process, make 
NMR a profitable oper ation. 

We pose these queries to Rakes! 
Chopra, General Manager, Souther: 
Railway. “I agree that Rs 9 is a pit- 
tance. We are looking at charging 
tourists more and run more special 
trains," he says. On the i issue of 
locomotives, Chopra explains: “We 
have a sanction to buy fou 
We are working out the modalities, 
IRCTC 15 also drawing up a business 
plan to improve NMR. We have been 
spending a lot of monev over the 
years to keep the mountain rail safe." 

As the train reaches Ooty at 
12.35 p.m. (35 minute: 






















s late), we 
ask a French couple on board, Raes 
Olivier and Comble Caroline, 
about their experience. “It was an 





incredible once in a lifetime expe- 


rience—our first in 3 steam en- 
gine," they gushed. Going by 
tourist reactions, it is clear that 
the business potential is enormous 
for NMR and that the R R; iw ways 


i not, n E p 
will die a natural death—by simply 
running out of locos. @ 
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bt bookend 


Buffett Minus 
the Billions 


Alice Schroeder’s biography of the Oracle 
of Omaha unveils the human being behind 
the financial genius, 58ሃ5 DIPEN SHETH 


UITE UNDENIABLY, THE 

Snowball is the last 

word on (and the 

most authentic bio of) 

Warren Buffett. Fin- 
ally, here is the human being 
hidden behind the ruthlessly met- 
hodical, consistent and successful 
investor we all love to admire 
in public, but understand very 
little about once we are through 
praising his investing genius. 
We've worshipped (but never 
fully adopted) his legendary inv- 
estment style but wondered just 
who the real Buffett is. So, here's 
your chance, dear reader; just 
dash off to your favourite book- 
store and grab analyst-turned- 
writer Alice Schroeder's painstak- 
ingly detailed insight for a 
leisurely ramble through your 
financial hero's life over your 
next weekend. 

Like most great biographies, 
Schroeder's 838-pager starts 
abruptly—in the autumn of 
Buffett's life. This is no ordinary 
autumn, as the allegedly clued-out 
and obstinate (but articulate) Buffett 
systematically trashes the grandiose 
dreams of dotcom bubble-mongers 
in an exclusive investors' hideout in 
Sun Valley, Idaho, in July 1999. 
Not afraid to hold his own in front 
of an initially disbelieving audience, 
he proceeds to illustrate how 


Warren Buffett 


and the Business of [ife 


ILICE SCHROEDER 


THE SNOWBALL 


Alice Schroeder 


Random House 
Pages: 838 Price: $35 (Rs 1,71 5) 





[Internet companies are being (over) 
valued in much the same way as 
initial upstarts in the automobile 
or air travel businesses, both of 
which also changed the world— 
but earned little for investors. The 
Internet bubble burst less than a 
year after Buffett's prescient criticism 
of its excesses. 

The book is littered with anec- 


dotal gems that Buffett-lovers will 
relish. And this, more than any rev- 
elation of investment rules or wis- 
dom, is what makes it a real treas- 
ure. Right from his childhood days, 
and even those that preceded his 
birth, the narration of the Buffett 
family's history gives startling ins- 
ights into some of his desires, anx- 
ieties and rebellious instincts at var- 
ious stages in his eventful life. 
Schroeder weaves a rich tapestry 
of his life and times, looking (and 
splendidly narrating) from a win- 
dow of proximity that Buffett has 
never opened for anyone outside 
his family, except her. 

Who can imagine that beneath 
the often cocky (but always bril- 
liant) decipherer of financial and 
strategic insights into many a busi- 
ness lies an insecure, impish boy 
longing to be loved and cared for? 
That the financial genius (who 
was recognised pretty early in life 
as one) was terribly gawky and 
tongue-tied with girls who should 
ordinarily have been easy for him 
to snare? That Buffett’s millions 
(now billions) of dollars of per- 
sonal wealth held no meaning for 
him once they accrued to his net 
worth? Or that, in his otherwise 
unflinching commitment to his 
wife Susie and his children, he 
was always “miserly” in matters of 
spending on even small luxuries 
that he could easily afford? Or 
even that he almost got caught 
for volunteer service for the 

National Guard the day he mar- 
ried Susie Thompson? Much to the 
reader’s delight, Schroeder digs 
deep... and especially deeper in 
trenches that are least explored by 
other Buffettologists. 

For her part, Warren’s wife 
Susie comes across as a true and 
strong pillar in his life, loved in 
many intangible ways and relied 


Here is a human hidden behind the ruthlessly methodical, consistent and successful 
investor we all love to admire in public, but understand very little about 
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upon implicitly, as it 
were, to put all his aff- 
airs outside of business 
in order. Even when 
the relationship drifts, 
she is rock solid, bring- 
ing into his life her own 
motherly and protec- 
tive tendencies, often 
unspoken but always 
present. In an incredi- 
ble incident, she actu- 
ally flips pages of 
Playboy magazine to 
humour a seriously ill 
and weakened Warren 
as he lies in hospital, 
after a near-fatal aller- 
gic reaction to peni- 
cillin. Typically, he 
complained that she 
was flipping the pages 
too quickly: 

Buffett's numerous 
business buyouts, deals and 
landmark transactions have been 
endlessly chronicled and reconst- 
ructed in our times. Schroeder has 
no choice but to include these sto- 
ries as the defining events in Buf- 
fett’s colourful financial history, 





but otherwise it is the 
story of Buffett the 
man, not Buffett the 
businessman. On full 
(and shimmering) dis- 
play is Buffett’s stingi- 
ness in getting the low- 
est possible price from 
a seller in deal after 
deal, patiently wearing 
him down and squeez- 
ing out the last penny 


is worth living 


left on the table. 

A shift is clearly 
visible over time, as 
Buffett changes from a 
“stub hunter” and 
gatherer in the classic 

mould of his mentor Ben 
Graham’s value investing style to 
an owner of entire businesses, 
which he could then steer (via ca- 
pable and carefully chosen or inh- 
erited stewards, never by himself) 
for years till they became valu- 


NOVEMBER je 








outcome of his own evolution 
from being a pure money man- 
ager and portfolio allocator f 
his early “investment partn 
to becoming a long-term majority 
owner of the investee businesses. 
Buffett's thrift, his unc 
mising intellectual honesty (the 











precedence over the "external score- 


The Snowball hits home: that a life 
lived with attitude and conviction 






respectability to the story o 
And this is the reason wi 
Snowball hits home: that a life 
with attitude and convictie: 
worth living—as well as reading 
through, any number of times. 

The reviewer is the Head 
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of Research, Wealth 
Management Advisory Services 
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Kanjeevarams in a Bind 


The shimmer of the famed sari has begun to fade. Is this the start of 
the end for this once lucrative business? NITYA VARADARAJAN 


Endangered species: A 
Kanjeevaram weaver at his loom 





N A WARM OCTOBER 
morning, a zealous 
bunch of trousseau 
shoppers descends 
into Kanchipuram 
and walks into the showroom of 
Thiruvalluvar Cooperative Society, 
on Gandhi Road, an arterial road in 
Chennai that has several cooperative 
showrooms that make and sell ex- 
clusive Kanjeevaram silk saris. One 
of the senior shoppers asks for a 
*pure contrast sari", which the 
showroom does not have. “Today’s 
fashion is more oriented towards 
plain silks, particularly in pastel 
shades, with zari," the salesman in- 
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forms. The lady looks disappointed, 
but does not realise she has just 
pinned down the beginning of a 
*knotty" problem at Kanchipuram. 

The salesman was telling only a 
partial truth; the fact is there are few 
weavers left in Kanchipuram willing 
to dedicate their time and skills to 
produce pure contrast saris, known 
in common parlance as Kanjee- 
varams, which are considered works 
of art by themselves. So, what 
makes these saris unique? While 
many handloom manufacturers 
across the country prefer the tie- 
and-dye method to get the contrast, 
Kanchipuram is famous for its knot- 






ting and interlocking techniques— 
the border and the pallav woven 
separately with the body of the sari. 
The technique is known as “kor- 
vai". “The double warp and weft, 
the special drape, the skill-set of 
the weaver and his inherent devo- 
tion to his work separated 
Kanjeevaram from the rest of the 
handloom industry," says L.S. 
Angamuthu, Assistant Director 
(Weaving), Weaver's Service Centre 
at Kanchipuram. 

All this is gradually disappearing. 
Sample these numbers: there were 
22 weaver societies in 2004, but 
only 13 are left today. Of these 13, 


only five are doing well. “All the 
societies used to pay their workers 
100 per cent bonuses in the festive 
season, only two have done so this 
time,” says A.V. Chandrasekar, 
Partner at Murali Silks Enterprises, 
himself a master weaver. The 
turnover of these societies has now 
dwindled to Rs 60 crore from 
Rs 200 crore in 2004. Only three 
societies have average turnovers of 
Rs 10 crore, while the rest are under 
Rs 5 crore. Not surprisingly, the 
manpower in the weaving industry 
(in Kanchipuram and outlying 
villages) has gone down drastically— 
to about 20,000 from 60,000 a 
decade ago. These dwindling 
numbers have spelt the death of 
various weaving skills, including the 
famous “korvai”. 


No Helping Hands 
Why has this unique art of “korvai” 
seen a gradual decline? Simply be- 
cause there has been a steady decline 
of “helpers” over the years. The 
master weaver, typically, has a loom 
in his house and the entire family, 
including women, helps with the 
process. These helping hands are 
disappearing as people opt for more 
certain and less strenuous sources of 
livelihood. These are in the form of 
hardware and electronics compa- 
nies setting up shop in the vicinity of 
Sriperambudur (Nokia and 
Samsung, for example). For oth- 
ers, there are opportunities in auto 
ancillaries. The state’s scheme for 
women—where they get compul- 
sory employment of 10 days a 
month in the private sector at the 
wage of Rs 80 per day, outside the 
weaving industry—hasn’t helped 
the cause either. “The lure of the 
(definite) Rs 800 per month outside 
the house has affected work at 
home where they helped with the 
more menial but necessary tasks re- 
lated to weaving,” says Nalli 
Kuppusamy, founder and promoter 
of the famous Nalli Silks. 
Ironically, the demand for kan- 





“The lure of the (definite) Rs 800 per month has 
affected (weaver’s) work at home” 
Nalli Kuppusamy, Founder and Promoter, Nalli Silks 


jeevarams has plummeted also be- 
cause various cooperatives are ex- 
panding into independent retail 
shops in a big way, leading to excess 
stocking. Earlier, the weavers man- 
aged to sell saris to a sizeable num- 
ber of private retailers, and demand 


A LOWDOWN ON 





KANJEEVARAMS 


e Kanjeevarams are silk saris 
made in Kanchipuram, near 
Chennai 





@ The weaving technique to 





e The sari's survival is under 
threat because of demand and 
supply reasons 





e There's a decline in the 
number of weavers, who are 
lured to other industries 





© irregularity in orders, 
despite the retail boom 





e There is competition 
from less expensive 
saris, which buyers 
can't distinguish 





e Fake kanjeevarams 
too have spread 
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was high. But now most of these 
weavers sell only to these coopera- 
tives and supply to their “owned” 
stores. Private retailers like Nalli 
Silks have their exclusive contracted 
weavers. Political interference in 
the running of societies—from de- 
cisions on wages to buying raw ma- 
terials at high prices—has lowered 
profitability. 

While the cooperative stores 
definitely ensure quality (of silk and 
zari), the number of customers has 
started declining, leading to higher 
and higher levels of inventories. 
“This has led to fewer and staggered 
orders. Weavers now find them- 
selves getting jobs just once in three 
months for which they get a fixed 
fee that is inadequate to feed their 
families," says Chandrasekar. 

Take, for instance, M. 
Loganathan, 30, and his father S. 

Manickam, 68, both weavers, 
who were busy drying 
out the starched 
warp in the late af- 
À ternoon when we 
ES visited Kanchi. 
= “We get work 
F for just 15 days 
in three months 
and Rs 3,000 at 
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“The greater challenge is to bring the c 


back to the sari” 
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ustomer 


R. Sivakumar, MD, Rm K. Visvanatha Pillai & Sons 


the end of it. So, we supply to pri- 
vate retailers in the interim,” 
Loganathan says. They supply to 
the ailing Kanchi Pallavan Society. “I 
will be the last of my generation 
to do weaving. These days, we are 
treated with such scant respect that 
families are not willing to give us 
their daughters in marriage.” 

With “korvai” skills almost com- 
pletely lost (only 5 per cent of the 
weavers chose to even indulge in it), 
silk saris woven in adjoining places, 
like Salem, Indupur, Dharmavaram, 
are now challenging Kanchi’s 
superiority. 10 compound matters, 
Kanchipuram has its share of 
brokers (auto drivers) in the 
Sangusapet street, who beguile 
unwary customers to fake saris 
masquerading as the real thing. 

Some weavers have sold 
their land to the adjacent in- 
dustries and have settled down 
to comfortable retirement. Says 
Baskar Shah, Manager of M. 
Linku Sha Silks, a showroom 
that gets supplies from MGR Silk 
Handloom Weavers Co-Op 
Society (a smaller society): “We 
had 500 weavers three years 
ago, but now only 300 weavers 
are left. We do have steady 
demand for wedding saris, 
which we are not able to meet.” 
It’s more of the same at 
Thiruvalluvar Society, which 
now has 2,000 members, down 
from 3,000 three years ago. 
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“Weavers now 
getting jobs just once in three 
months” 


A.V. Chandrasekar, 
Partner, Murali Silks Enterprises 
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The Silver Lining 

Is this the beginning of the end for 
the famous Kanjeevaram sari? 
Probably not, if corrective action 
is taken. At the Kamakshi Amman 
Colony, which almost exclusively 
houses weavers, P.D. Narasimmam, 
a master weaver, is happy with the 
work he is doing for Nalli. His two 
sons share his passion. The saris he 
supplies are sizeable in value and 
have intricate zari work, which gives 
him room for creativity and gener- 
ates a decent income. 

The challenge lies in encourag- 
ing the other Narasimmams of 
Kanchipuram. “A weaver needs a 
comfortable environment to work 





find themselves 





ሪ ak 





in, both physical and mental. Today, 
he sees multinational companies of- 
fering a better environment and fa- 
cilities to people around him. These 
people are making more money 
doing a less onerous task,” says R. 
Sivakumar, Managing Director of 
the famous Rm K. Visvanatha Pillai 
& Sons (Rmkv), a retail house 
known for its innovative thinking. 

RmKV has helped design a 
pneumatic handloom along with 
the Silk Board, which relieves great 
pressure on the weaver's leg (par- 
ticularly during intricate designing). 
The difference is akin to that be- 
tween a manual and motorised 
sewing machine. This is imple- 
mented throughout Rmkv’s loom, 
though others are adopting it slowly. 
“The greater challenge is to bring 
the customer back to the sari— 
the garment itself is going out of 
vogue,” he adds. 

The company has also applied 
for a patent for the KV technique 
(named after Sivakumar’s late 
brother). Through this technique, 
interlocking gets done automatically 
on the loom, increasing productivity, 
and saving hard labour. Pure contrast 
saris are now available at RmKV 
showrooms in all their splendour. 

Sivakumar himself is a pas- 
sionate master weaver and has a 
loom that he uses in his spare 
time. He also scours works and 
illustrations on global art and 
culture (including Indian) to 
bring different metaphors into 
silk. “Today, the traditional fam- 
ily business is not binding, as 
there are so many opportunities 
outside. However, if we bring 
back the respectability to weav- 
ing, provide sound training and 
environment, weaving could bec- 
ome a viable profession again,” 
he says. Sivakumar’s late brother 

K. Visvanathan, an IIT graduate, 

came back to build on the weav- 

ing dream at the turn of the cen- 
tury and succeeded. So will many 

others, hopefully. m 


roll up 
your sleeves 
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Namaste Netbooks! 


Portable computing has never been smaller. 


KUSHAN MITRA 


‘NETBOOK’, SO DUBBED BY THE 

technology gurus in the US 

media, is essentially a small 
laptop powered by an energy-effi- 
cient processor, which is invariably 
the Intel Atom. Not quite beefy 
enough to handle heavy applica- 
tions, these small and cheap ma- 
chines are perfect for the 80 per 
cent of computer users who essen- 
tially waste most of their computing 
power by usually just surfing the 















* High glamour factor, easily the cheapest 
Windows netbook 


Price: Rs 22,000 


Net, checking social networking 
sites and playing silly Flash games. 

Netbooks are so-called because 
their main purpose is as an Internet 
surfing device. All the netbooks we 
tested had decent Wi-Fi reception 
and if you plugged in a USB data 
card, they did rather well, too. Sure, 
it doesn’t have an optical disc-drive, 
but that did not stop people from 
not buying the MacBook Air. The 
extended-life battery on the Asus 
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and the HP machines boosted the $ 
price a fair bit, but also signifi- $ 
cantly improved battery per- 
formance. And most importantly, 
these are extremely easy to cart ፲፪ 
around, because nothing 
speaks corporate drudgery as : 
much as a laptop bag does. | 
These weigh similar to a | 
typical notepad. 7 
But what led to the sudden 
development of these pygmy 
laptops? We have Nicolas 
Negroponte to thank for these, in- 





ASUS EEEPC 1000H 


ቶ Big screen, decent battery life, good performance, 
picks up 802.11n signals, very light charger, 


directly at least. His One Laptop 13 megapixel web-camera  ........ 
Per Child (OLPC) project, with its * Trackpad response and keys could be better, and 
open-source operating system and 1, Jaman | 1] 11 


low-power processor, led to com- 
puter makers, and, crucially, Intel, to 
revamp their strategies—low price 
and low power in a small form fac- 
tor became the mantra. While the 


OLPC project has stuttered around, 


‘netbooks’ are today the fastest- 
selling computer segment 
across the world. 

The problem is that neither 
Negroponte nor the legion of other 
manufacturers has managed to hit 
the really low-price target. The 
OLPC wanted a laptop at $100 
(Rs 4,900) but that is still some 
way off. Loading these machines 
with Windows, as even the OLPC 
does nowadays, adds a bit to the 
price. But prices are coming down, 
not as sharply as some might wish 


HP MININOTE 2133 


+ Amazing battery life, brilliant build quality . 
and finish, excellent display, best keyboard 
on a netbook 


= Windows XP version with six-cell battery far 
too expensive, Via C-7M processor feels | 
Sluggish E 


Price: Rs 26,000 


them to drop, but they are falling. 
And after the failure of the Simp- 
uter, e-kiosk and even the limited 
success of the “distributed com- 
puting" model, the netbook, or, 
rather, the netbook of tomorrow at 
a nicer price-point, could be a great 
solution to India's dismal computer 
penetration numbers. 

Until then, while we will still 
love them in this column, they will 
just be toys—the second or third 
computers in a house full of 
computing power. 
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F ABS ARE THE MOST POPULAR OF 

all vanity muscles the world 

over, why did it take an aging 
superstar to show us that Indians 
can develop chiselled six-packs as 
well? The answer is simple: vanity 
thrives on compliments, and up 
until recently, only those muscles 
that were easily noticeable through 
our T-shirts (read: arms and chest) 
got all the attention! 

Today’s column feeds the new- 
found respect every gym-goer has 
found for Vanity Muscle #1: abs! 
To some extent, Men’s Health may 
be the one to blame, for we started 
advertising six-pack abs on our cov- 
ers almost a year before Shah Rukh 
Khan underwent his transforma- 
tion. It’s a good thing, too, for a 
solid core is the foundation for a 
strong body and healthy mind. 
Here’s a myth-busting session that 
hopes to set you on the right track... 
MYTH #1: Indians can’t have abs! 
Bosnia-born, Delhi-based fitness ex- 
pert and regular Men’s Health con- 
tributor Vesna P. Jacob says: “In the 
land of curries, paranthas and ghee, 
where the potbelly was once a sym- 
bol of prosperity, this is the king of 
fitness myths. By this logic, 
shouldn’t the beer-swilling 
Germans—think 
Oktoberfest—be absolutely 
unable to develop a six-pack?” 
The truth is that all of us have 
abdominal muscles; we just 
need to figure out a way to 
lower our body fat percent- 
age, get rid of the fat that cov- 
ers them, and then enjoy 
the results. 

MYTH #2: 500 crunches a 
day will get you a six-pack! 
Over-training your abs is one 
of the most common gym mistakes. 


The Abs Initiative 








is rendered useless. Stick to three 
sets of 25 crunches, do them right 
after a heavy cardio workout, and 
alternate these with leg raises every 
other day. For the average person, 
this is quite enough. 

MYTH #3: Exercise alone will get 
me the six-pack 

Sorry, but for abs, proper nutrition 
is crucial. Small, high-protein, low- 
fat meals through the day work best. 
Rule of the thumb: divide your 
stomach into three compartments, 
keep one portion full with solid 
food, the second with liquid (mostly 
water), and leave the third portion 
empty. 

MYTH #4: Working out your abs 
can harm your back 

Leave alone abs, if you do not stick 
to proper form while doing any ex- 
ercise, you stand to harm yourself. A 
bigger problem here is that in all 
their enthusiasm, people tend to 
overtrain, expecting the abs to pop 
quicker. The solution: correct the 
form and take help from a trainer for 
the first few times. Also see ‘Perfect 
your hanging leg raise’ below. 
MYTH #5: Six-packs are the 
ultimate symbol of fitness 







width. Simultaneously, 
bend your knees, raise 
your hips, and curl your 
lower back underneath 
you as you lift your thighs towards your 
chest. Pause for a second when the 
fronts of your thighs reach your chest, 
then lower your legs and repeat again. 
Three most common mistakes: 





MenkHealth | 








aeris ted HALEY 
E a LG Ee ሙር ea 


A. Ideally, you should do your 
cardio right after your lifting, never 
prior to that. Cardio fatigues 
muscles, leaving them too tired to 
do strength training to the best of 
your ability. Doing cardio with a 
fatigued body, on the other hand, 
doesn't matter because you're 
going for heart-rate response, not 
speed. If, however, you are train- 
ing for a marathon, looking at 
building running speed and stam- 
ina, or simply looking to kick off 
your metabolism in the morning, 
do cardio first, and keep the 
weight-training for the evening, 
or the next day! 


Got a question or a comment? 
. Write in to jamal.shaikh@intoday.com 


Sadly, this is not true. All a chis- 
elled six-pack, or eight-pack, shows 
is that you’ve got terribly low body 
fat percentage! It is, however, a 
great ego-booster, and the ultimate 
tool to impress anyone! 


PERFECT YOUR HANGING | MISTAKE:1 MISTAKE:2 MISTAKE:3 

LEG RAISE a) Using momentum. b) Simply bending c) Leaning backward. 
Grab a chin-up bar with Try staring straight your knees and Your shoulders should 
an overhand grip with ahead at all times - lifting your legs up. remain in place or 
your hands slightly it will help your body | Instead, imagine round forward 
wider than shoulder stay upright. scooping your hips slightly. 





up and forward. 





JAMAL SHAIKH 








Like any other muscle group, your 
abdominals can take X amount of 
exertion, and any training after that 


Jamal Shaikh is Editor, Men's Health. 


Caveat: 776 physical exercises described in Treadmill are not recommendations. Readers 
should exercise caution and consult a physician before attempting to follow any of these. 
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Plum Posting 


PMO POINTMAN PULOK CHATTERJI, 57, IS 
India’s next Executive Director to the 
World Bank. The Secretary to the Prime 
Minister will join the Bank in 
Washington D.c. for a three-year tenure 
in February, replacing Dhanendra 
Kumar. Quitting a high-profile office at 
South Block isn’t always easy, but the 
1974 batch Indian Administrative 
Services officer from the Uttar Pradesh 
cadre isn’t short of excitement over his 
next assignment, given the timing. “The 
current economic downturn could ac- 
centuate inequalities as poorer sections 
of society get exposed to greater risks,” 
says Chatterji. “The World Bank will 
naturally need to play an important 
role in addressing the situation.” The 
quiet, but effective, bureaucrat is close to 
both the PM and 10 Janpath. His 
earlier stints include a posting at the 
Rajiv Gandhi Foundation. His inter- 
ests are as multifarious as his profes- 
sional trajectory. The mu- 
sic buff—who enjoys a 
variety, ranging from 
Carnatic and West- 
ern classical to old 
Hindi film songs—is 
fond of Russian com- 
posers (Rachmaninoff 
is a favourite). Chatterji 
is currently reading 
Timeline by best- 
selling sci-fi 
author Michael 
Crichton, who 
is also the 
creator of ET 
and Jurassic 
Park. So, 
with neither 
inspiration 
nor excite- 
ment in short 
supply, expect 
another stellar 
performance from 
the seasoned 
bureaucrat. 































SATISH KAUSHIK 
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Delectable Moves 


NOT MANY CONNOISSEURS KNOW THAT THE CENTRAL FOOD 
Technological Research Institute (CFTRI), Mysore, is behind 
many a delicious delicacy they savour at restaurants. After all, 
CFTRI develops processes for various food products and 
transfers the technology to industry. The prestigious CSIR 
lab in Mysore finds itself in the global limelight again. 
V. PRAKASH, 57, Director of CFTRI, has become the first 
Indian to be elected President of International Academy of 
Food Science & Technology (iAFosT), Canada. Prakash, who 
had earlier declined the post of Director General, CSIR, recently 
assumed charge of his new role at the World Food Congress 
in Shanghai, China. “The global role empowers me to link the 
national food science and nutritional challenges to international 
solutions and international issues to India’s solutions,” he says. 
Prakash’s rise in the CFTRI hierarchy follows his colossal 
contribution to the food industry. A proof of that is he has 
more than 50 patents to his credit in the US and Europe. 
Prakash believes India will be known as much for its food tech- 
nology, as it has been for information technology and bio-tech- 
nology. For now though, he is content with 
moving from one scrumptious venture to another. 
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JITENDRA SHARMA 


Designs on India 


SHE POSSESSES A KEEN BUSINESS PROWESS AND AN 
innate sense of style. That's probably the reason 
FAIZA SETH'S year-old firm is making waves in 
London's rarefied design circles. An MBA from the 
Stanford School of Business, and an ex-investment 
banker, India-born Seth is the CEO of Casa Forma, a 
London-based property search and development 
firm. ^We target real estate investments in posh 
areas of central London, and also provide interior de- 


sign and architectural services," she says. For Seth, 
31, a new home led to a meeting with celebrated ar- 
chitect Luigi Esposito, and a career U-turn. “I roped 
him in to design my Mayfair apartment and loved his 
work... [ was soon in the thick of this property 
renovation business," she adds. So, what does she 
have in store for the Indian market? *We're fo- 
cussing on inrerior design services for now, and 
have already bagged some prestigious clients," she 
says confidently. Behind that confidence, there's 
one number-crunching business brain, for sure. 






Biz with a Cause 


WILLIAM P. LAUDER, 48, PRESENTS A COMPELLING MIX Ol 
business acumen and compassion. That is probably 
because he has been a part of the family business—the 
$8-billion (Rs 39,200 crore) The Estee Lauder 
Company-—since he was 13 years old. Now as the 
CEO of the company, his vision is no different from 
what his grandmother had, when she first started the 
company in 1946—to be a brand that is aspira- 
tional, luxurious and affordable and one that enables 
women to look and feel beautiful. Lauder was re 
cently in Mumbai not only to take stock of his busi- 
ness in India, but also to kick off The Estée Lauder 
Companies’ Breast Cancer Awareness Campaign's 
Global Landmarks Illumination Initiative in India. 
Lauder says: “India joins 65 other countries and 
more than 200 landmarks in our Illumination 
Initiative, making this a truly global aware 
ness effort." That's certainly a do-gooder 
with a worthwhile cause. 







i (Rs 245 crore) from 
e > y, US. ss 


CONTRIBUTED BY K.R. BALASUBRAMANYAM, SAUMYA BHATTACHAR 
ANUMEHA CHATURVEDI, PUJA MEHRA AND ANUSHA SUBRAMA? 
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6 iPhone3G 


The iPhone you've 
been waiting for. 
Now available 


el Aire 


The new iPhone is here. 
Widescreen iPod, Internet, 
and phone. All in one super 
fast 3G device. 
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NAME: T.S. NARAYANASAMI | 
AGE: 59 ` 


DESIGNATION: Chairman & 
Managing Director - 


INSTITUTION: Bank of India 











NISHIKANT GAMRE 












Unstoppable Banker 


HEN BUSINESS TODAY WAS PUTTING TOGETHER A FEATURE ON BEST PSU BANKS FOR 

2006-07 earlier this year, a bank chairman asked which bank was at the top. 

When told it was Indian Overseas Bank (top), he smiled in approval. 1085 ascent, 
he remarked, was only to be expected under T.S. Narayanasami, 59. Narayanasami has 
since moved to head Bank of India (from June 2007). And amazingly enough, Bol has 
snatched the spotlight from IOB ever since. 

Narayanasami is a man of action. Of late, while there was a scramble for liquidity all 
around, 801 was busy disbursing it to hungry business houses. In the recently ended quar- 
ter, disbursal of corporate credit by the bank grew at a healthy 64 per cent. No wonder, 
the bank has ended both its half year as well as the quarter with an 80 per cent growth. 
This is miles ahead of the 33-35 per cent growth that analysts had predicted. *We are close 
to the best in the private sector," he told Br. 

A banker with 39 years of experience, Narayanasami is noted for his sharp nose for busi- 
ness opportunities. This ability was recognised early on when the Union Bank of India, where 
he served 31 years, gave him a double promotion in his younger days. He left the bank at 
the cusp of the millennium on his elevation as Executive Director of Punjab National Bank 
(PNB). Not many perhaps know that PNB was the first bank to network all its branches, and 
Narayanasami was the moving spirit behind this. After four years, he moved further up to 
become CMD of Andhra Bank in May 2005, and a year later, he took the reins of IOB. The 
two eventful years here saw IOB report record profits. 

Peers vouch for his calibre. *Wherever he has worked, he has increased profitability 
and taken the bank concerned to greater heights,” says M. Venugopalan, CMD of Federal 
Bank. Says Narayanasami: “I am proactive. After keeping aside my social banking 
commitments, I effectively use the balance corpus available to strengthen the bottom line. 

| psu banks have a huge reach and network. They have enough areas to operate in.” The man, 
by the way, is also the Chairman of Indian Banks’ Association. 

Quite aptly, Narayanasami is another name for Lord Vishnu, the saviour. 

K.R. BALASUBRAMANYAM 
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antos 100 chronograp 


Brushed stainless steel 43 mm case. 
Self-winding mechanical movement, 
Cartier calibre 8630 (27 jewels, 

28,800 vibrations per hour). 

Screwed down polished steel bezel 
assures water resistance to 100 meters. 
Scratchproof sapphire crystal. 
Alligator strap with triple 

deployant buckle. 


www.cartier.com 
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From The Editor 


HE LEADER ISN’T LATE. IT’S THE OTHERS WHO HAVE 

arrived too soon. This assurance goes to the 

readers who await this special issue of Business 
Today every year. With many publications already out 
with their versions of annual company listings, some of 
you may rightly be wondering why BT is late with this 
annual compendium of corporate India. After all, we are 
the pioneers, having started BT 500 as early as 1992. And 
if we are late, what different—and, perhaps, better— 
insights do we offer? 

Any corporate listing is actually a beauty contest in 
which a host of companies are paraded before the readers. 
What distinguishes one contest from the other is the na- 
ture and number of criteria used to choose the ‘contesting’ 
companies. Should the companies be ranked on sales? Or 
should it be assets? Why not profitability? Return on in- 
vestment? For BT, the catch-all measure of performance has 
been the market value of a company, its market capitali- 
sation. The assumption for using market value as the 
first and foremost among all other factors is simple: the 
stock market takes all the attributes of a company’s per- 
formance (current and future) 
into account while pricing its 
share. Though the price of a 
stock in a day or week or even a 
month may move way beyond 
what the company fundamen- 
tals justify, over the long run, 
the average price of a stock refl- 
ects its fundamentals. 

Of course, our evaluation 
does not stop at valuation. We 
analyse—and rank—companies 
on sales, profit, profitability (measured in more ways than 
one), efficiency of capital use and returns on invest- 
ment. Between pages 94 and 140, you will find proof of 
this. Regular readers of Br 500 will notice new and 
expanded sets of data. We have also changed the format 
and design of the tables to aid easier and better under- 
standing. Like always, we have used this wealth of data 
to present some industry-based feature stories. But the inf- 
ormation and interpretative value of BT 500 goes way bey- 
ond the scope of the magazine’s pages. So, while we are 
not the first to come out with this annual listing, we are, 
hopefully, the best and also the most updated (second 
quarter results have been incorporated). That’s not to say 
we can’t be both the best and the first in future. 

In times when the global economic debate is 
focussed on the size and shape of government bailouts, 
it’s interesting and instructive to check what kind of 
bailout—if any—the Government of India has in store. 
Apparently, what is holding us back is not what’s 
holding the rest of the world back—availability of 
funds. Turn to page 56 to know more. 


ROHIT SARAN 
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More Marketers 
YOUR COVER STORY ON INDIA’S BEST 
marketers (BT, November 16) could not 
have been more poignant, especially 
in the light of the financial crisis that 
threatens to derail the best of strate- 
gies. But your coverage of Narendra 
Modi and Gujarat seems too fulsome, if 
not eulogistic, at a time when other 
states like Maharashtra, Karnataka and 
Andhra Pradesh are also actively woo- 
ing investors. Mentioning these states 
and their CMs’ efforts would have added 


more value to your cover story. 





G.C. DHARIWAL, through e-mail 








Confidence Personified 

A GOOD LEADER IS ONE WHO LAYS 
down clear-cut goals, leads from 
the front and sets an example for 
others to follow. Narendra Modi 
epitomises all these qualities (The 
Nano Bagger, BT, November 16). 
He is the only Chief Minister to 
win a landslide electoral victory for 
a second term on the promise of de- 
velopment alone. And true to his 
words, Modi has been able to trans- 
form Gujarat into the most eco- 
nomically vibrant state in the coun- 
try today. The latest feather in 
Modi’s cap is his bagging the Tata’s 
prestigious Nano project. Quite 
aptly, BT has described Modi as be- 
ing among the country’s top mar- 
keters today. Touche! 

SRINIVASAN UMASHANKAR, through e-mail 


Light at the End of Tunnel 

SIX WEEKS AFTER THE FINANCIAL 
maelstrom struck Wall Street, the 
countdown for India has begun. 
Meltdown Impact: How the Crists 
Came Home (BT, November 16) 
was a grim reminder of the new, 
hard realities beating a path to our 
doors and dampening the pace of 
our economy. As the world braces 
up to face the economic cataclysm, 
India will have to batten down its 
hatches to keep the contagion at 
bay. At the same time, let us not 
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forget that from every devasta- 
tion—economic or civilisational— 
there arises fresh opportunities that 
have to be tapped with renewed 
vigour. Perhaps the global financial 
crisis will help us learn the right les- 
sons and show us the way to lay 
down the ground for a more solid 
future. 

ASHOK JAYARAM, through e-mail 


Meltdown: What Now? 
YOUR COVERAGE OF THE MELTDOWN 
Impact has been most informative 
(BT, November 16), guiding the 
readers to an impressive array of 
views from experts. However, as a 
regular BT reader, 1 looked forward 
to reading a more in-depth account 
of what the meltdown means for 
consumers across various economic 
strata, how various sectors are re- 
sponding to it (you have mentioned 
a few so far) and what the govern- 
ment must do to tackle the seem- 
ingly intractable crisis. After all, it 
looks as if the financial crisis is here 
to stay, and in all probability, will 
remain with us through 2009. 
MAHESH KUMAR, through e-mail 


Up and Away 

CHANDRAYAAN-1, INDIA’S FIRST UNM- 
anned mission to moon, is yet an- 
other proof that the country is inch- 
ing closer to becoming a global su- 


perpower (Moon Dust & Hard 
Business, BT, November 16). The 
question, as rightly posed by your 
article, is whether India can now 
get into the game of big launches 
and deep space exploration. By all 
accounts, it has made good progress 
so far and India looks poised to 
take giant strides in space research. 

N. RAJARAM, through e-mail 


Hollywood Knocks 
YOUR FEATURE ON BOLLYWOOD FROM 
Hollywood with Love (BT, November 
16) helped turn the spotlight on a 
salient trend to visit the Indian film 
industry of late. Hollywood biggies, 
apparently, have been smitten by 
the Bollywood bug, which explains 
their growing fascination and inter- 
est in India. Big, marquee studios 
like Sony Pictures, Warner Bros., 
The Walt Disney Company and 
Twentieth Century Fox are busy an- 
gling for marketing and other col- 
laborative tie-ups with Bollywood. 
We will, however, have to wait and 
see if the new trend can breathe 
fresh life and spark creativity in an in- 
dustry known to be in thrall of kitsch, 
banality and formula. 

ASHISH KATYAL, through e-mail 
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The IWC Vintage Collection: if you could only dream of 
owning this watch back then, here's your second chance 
to make that dream a reality. IWC is celebrating its 140th 
anniversary with an homage to its classic design and has 
reinterpreted the six legendary timepieces that founded 
today's watch families. The models bear impressive 
testimony to IWC's philosophy: "Probus Scafusia" - good, 
solid craftsmanship from Schaffhausen. 


Ticking away inside the Ingenieur Automatic, the Aquatimer 
Automatic and the Da Vinci Automatic are the reliable 
IWC-manufactured movments from the 80000-calibre 
family with Pellaton winding. This pawl-winding mechan- 
ism, designed by Albert Pellaton especially for IWC, is 
also equipped. with a shock absorption system. For the 
Pilot's Watch Hand-Wound, the Portuguese Hand-Wound 





1 WC- 


\ SCHAFFHAUSEN ; | 





and the Portofino Hand-Wound, history called for à pocket 
watch movement with a manual winding systen d 
result was a modern movement based on the legendar 
IWC 98 calibre. A see-through sapphire glass bà Did 
provides a view of the nickel-silver three-quarter p 
the characteristic index. 











Despite their technical differences, all six mod 8 
one thing in common: their ancestors are mileston 
the history of IWC, and are treasured and colle 

watch connoisseurs the worid over. When F A. ራራ 
moved from Boston to Switzerland in 1868 to 5 yi thes 







With the WG Vintage Ç Cal lecti on in stainless we, or in 
platinum limited editions, በር. Engineered for rers. 






ለ ር Schaffhausen, Switzerland. www. rm com. 


Dc New Delhi - Johnson Watch Company, E-71, South Extension Part-1, Phone: 491 11 2464 2255 / 2464 2298 - Johnson 5 Á 
P 0001, Phone: +91 11 4151 3121 / 2341 8935 - Mumbai - Beyond Luxury, Shop # 6 & GA, Tirupati Apts, Bhulabhal Desai | 
3 01 22 23511800, + 91 22 23511819 - Ethos, (5-27, 28, 39, Ground Floor, Inorbit Mall, Malad (Wh 400006. Phone: 
‘Bangalore - The Helvetica No A-11 / 12 Galleria Leela, The Leela Palace, Airport Road, 560001, Phone: «91 99 0077 3777 / 
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When you are backed by diligence & innovation, 
you never miss an opportunity. 





Religare Enterprises Ltd is one of the leading integrated financial services groups in India v 
across three key verticals - the Retail, Institutional and Wealth spectrums. Today, Religare is p: 


1550" locations across more than 4ፅዕ” cities and townsinIndia and10* countries globally. 


Our portfolio of integrated services is backed by incisive research, local insights and a dilig 
making us a preferred choice for our partners across the globe. 


Our vision is to build Religare as a globally trusted brand in the financial services domain 
as the ‘Investment Gateway of India’. A combination of passion and diligence, team-driven process 
thinking helps us spot and make the most of new opportunities. 


Global Presence | Incisive Research | Multitude of Investment Options 


RELIGARE INVESTMENT GATEWAY OF INDIA 


Values that bind 





Group Services: Equities | Commodities | Mutual Funds | Insurance | Consumer Finance | Wealth Management | Investment B 


“Religare Enterprises Limited proposes, subject to receipt of requisite approvals, market conditions and other considerations, to make a rights 
shares to its existing shareholders and further proposes to file a draft letter of offer with the Securities and Exchange Board of India." 















WON TIMES OF PANIC, RATIONALITY GOES OUT OF THE 
| window. Reading the papers, one can be for- 
8. given for thinking thar India is in the midst of a 
full-blown recession. Screaming headlines announce 
job cuts at various companies, projects being shelved, 
earnings guidances being revised downwards and 
everyone from the Prime Minister downwards warn- 
ing of tough times ahead. 





sider the other side of the coin. Do you know any- 
don't—simply because not many jobs have been 
lost in India. But the images of many of the 1,900 
sacked Jet Airways cabin crew 
protesting on the streets in their dis- 
tinctive yellow and black uniforms, 
and politicians of all hues getting 
into the act to protest these sack- 
ings continue to linger on in the 
public memory. Suddenly, it seemed, 
the Brave New India integrating with 
the world didn't look so appealing 
any more. These young men and 
women were subsequently reinstated, 
but the earlier Tv grabs of tearful, 
and sometimes defiant, voung faces 
refused to go away. 

Most subsequent redundancies 
have involved much smaller—usually 


RAMEN SARKAR 


of investment banking, aviation, retail 
and fr firms. During the boom years, 
the high-salaried (some would say 
overpaid) jobs generated by these 
sectors were dismissed as having no 
relation with the real India. But now, 
reports of lay-offs and benchings 
from these very sectors are being 
treated as proxies for the rest of the economy. One 
reason, obviously, is that these are very high-profile, 
if unrepresentative, sectors. And another is that the 
dark clouds hanging over the global economy have re- 
ally impaired our vision. 

Now, let us look at statistics. The Reserve Bank of 
India has forecast a GDP growth rate of 7.7 per cent in 
2008-09; the United Nations Conference on Trade 
and Development (UNCTAD) has pegged the figure a 
shade lower at 7.6 per cent and the broad consensus 
among most economists is that it is unlikely to be 


lower than 7 per cent. Four years ago, if anyone 
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All these news items are obviously true. Now con- 





Projections of gloom and doom 
can even become a self-fulfilling 
prophecy. If you think your 
tomorrow will be tougher than 
today, you'll automatically 
tighten your purse strings 





iotional Recession 


had said the country would grow at 7 per cent, we 
would have taken it with glee, but three years of 9 per 
cent growth and talk of touching double-digit exp- 
ansion had spoilt us. After zipping down the growth 
highway at 100 kmph for three years, cruising along 
at 70 kmph seems like a painful crawl. 

It’s the same story with the stock markets. In 
our euphoria over the soaring Sensex, we lost sight of 
the fact that its peak of 21,000 was bubble terri- 
tory, having no relation, whatsoever, with the real 
economy and company fundamentals. Its precipi- 
tous fall through this year has lost millions of investors 
billions of rupees, but we will do well to remember 
that the percentage of Indians who 
buy and sell stocks and mutual fund 
units is still in single digits. 

The truth is that India’s eco- 
nomic fundamentals remain 
strong—the inflation rate is declin- 
ing, overall domestic demand is 
growing—though not at the feverish 
pace of the last five years (and dem- 
and in some high-profile and oft- 
reported sectors like automobiles 
and real estate is, indeed, slowing 
down) and jobs are being created, 
albeit at a slower pace than before 
though cost pressures have in- 
creased. Under the circumstances, 
the mood of despondency that has 
set in is unwarranted. 

In some ways, projections of 
gloom and doom can even become 
a self-fulfilling prophecy. If you 
think your tomorrow will be 
tougher than today, you'll auto- 
matically tighten your purse strings. 
If 250 million consumers, or at last 
a significant minority of them, think similarly, their 
"emotional recession" will soon transmogrify into a 
real one. For example, the negative vibes could affect 
the possible positive impact of the disbursement of the 
Sixth Pay Commission award to the central govern- 
ment employees. Last time, in 1996, when the pre- 
vious Pay Commission's award was distributed, the 
country's GDP grew an extra 1 per cent. 

Yes, some sectors are under stress, but there 
is no cause for panic. For now, then, the slow- 
down is as much emotional as it is economic. And 
that is good news. 88 
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) 10 100 kmph IN TWO SECONDS. 
BUNK AND 100 EE MISS THE ACTION. 


Watch the grand prix car with 
Mika Häkkinen LIVE IN ACTION 
at Bandra Reclamation, Mumbai 
on 30th November 
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JOHNNIE WALKER. 
KEEP WALKING { ፍ 
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Trends 


Recession All Around 


More than half of the world’s economy appears 
to be shrinking. It’s bad news for India. 
RISHI JOSHI 


UNITED STATES GERMANY 








UNITED KINGDOM 


IMF's GDP growth estimates for major economies 


S BARACK OBAMA SWEPT THE US PRESIDENTIAL ELECTIONS ON 

November 4 on the back of popular disenchantment with 

President George W. Bush’s economic policies, more bad news 
trickled in. The Us unemployment rate soared to a 14-year high of 6.5 
per cent in October. Almost 240,000 jobs were lost—much worse 
than expected. In the first 10 months of 2008, there have been 1.2 mil- 
lion job losses in the Us. That's not all. 

Indeed, economists feel that the Us economy, which contracted 
0.3 per cent in the third quarter—the biggest decline in seven years— 
is now headed for a recession. This contraction was driven by a decline 
of 3.1 per cent in consumer spending—the biggest drop in 28 years. And 
since consumer spending is the biggest component of the US GDP—ac- 
counting for as much as 70 per cent of economic activity—it took its toll 
on the economy as a whole. The International Monetary Fund, in its lat- 
est report, emphasises that the problem is acute. “The Us economy will 
suffer as households respond to depreciating real and financial assets and 
tightening financial conditions," it says. 

Recessionary conditions are now spreading to other parts of the globe 
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the soc system. The 
vulnerabilities have been exposed 
by the current crisis and suggest 
that India needs the reforms rec- 
ommended by the Percy Mistry 
and Raghuram Rajan Committees. 
COMPILED BY MANU KAUSHIK 
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as well. In the UK, for instance, the economy shrank 0.5 per cent in the 
three months to October, while in Germany, industrial production fell 
3.6 per cent in September (the largest monthly decline in 14 years). The 
IMF now predicts that the world economy will expand just 3 per cent 
next year, the slowest expansion since 2002. That’s an average, it 
says, that points to a global recession. 

How does this impact India? Clearly, the slowdown in the us and the 
rest of the world is bad news for India. The us is India’s largest trading part- 
ner. Already, exports are showing signs of flagging. In September, export 
growth plunged sharply to just 10.4 per cent, from an average of over 30 
per cent earlier. And exporters say this is largely due to difficult business 
conditions in the Us and Europe. Says G.K. Gupta, President, Federation 
of Indian Export Organisations (FIEO): “The outlook for exporters has com- 
pletely changed. It’s a double whammy. One, customers have now started 
cancelling orders. Then, even payments are not being made on time.” 

But it is the global credit squeeze, as a result of the Us financial cri- 
sis, that will really impact India. This is expected to severely dent 
capital account inflows into the country and hurt the India growth story. 
In 2007-08, for instance, the country received almost $108 billion (Rs 
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Historically, slowdowns in developed economies impact 
emerging economies as well. ያ ሇ ሇታ. 







1980 85 90 95 2000 05 


Figures are annual GDP growth rates ፪፪ Emerging economies ፪፪ Advanced economies SOURCE: IMF 
540,000 crore) through the capital account (which includes FDI, debt, Fil, 
ECB and NRI flows). This is expected to fall sharply this year; some esti- 
mates expect such flows to halve this year. Says Sachchidanand Shukla, 
Economist, Enam: “Our trade linkage with the US is limited but we are 
far more linked to financial flows from that country. The global liquidity 
crunch is more likely to hurt the India growth story.” Prime Minister 
Manmohan Singh acknowledged this recently when he said: “A crisis of 
this magnitude is bound to affect our economy and it has. International 
credit has shrunk, with adverse effects on our companies and banks.” 

The IMF now estimates India to grow at just under 8 per cent this 
year; this is expected to taper off further to 6.3 per cent in 2009. A pro- 
longed recession in the us will take a severe toll on the India growth 
story. Despite a massive co-ordinated bailout plan by regulators across 
the world, economists expect the adverse conditions to last for at 
least another year. 


While India’s trade linkage with the US is limited, it is 
far more linked to financial flows from that country. The 
global liquidity crunch will hurt the India growth story. 
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hat are your views of the luxury 
in India? 


rands, Cartier, too, hopes that 
taxes will be lowered in the com- 
ing years, which will help brands 
like ours to accelerate penetration 
into the country. 


What does the future hold for Cartier? 
We are still in the nascent stages 
of development in the growing 
Indian market. We have plans 
to set shop in Mumbai, too, but 
we'd like to bide our time in 
this case. 
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Your export business needs protection to go further 
th our export credit insurance covers, you can take risk in your stride. 


You focus on exports. We cover the risks. 


Export Credit Guarantee Corporation of india Ltd. 


` (A Government of india Enterprise) ` 


Express Towers, 10th Floor, Nariman Point, Mumbai 400 021, India. — 
Tel: (022) 6659 0500-10 + Fax: (022) 6659 0517 * Toll-free: 1-800-224500 * e-mail: marketing@ecge.in* Visit us at: 
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Indian Youth’s Call for Change 


An NGO and Tata Tea have launched a campaign to get more 
youth to register as voters. SHALINI S. DAGAR 


T IS THE SEASON OF FINDING 
| Fe parallels in India. One of 
the defining features of Barack 
Obama’s campaign was the way it 
used the power of the Internet to 
mobilise youth across the nation. 
The locally-based but nationally co- 
ordinated grassroots movement, 
Generation Obama (GO), led by 
young activists, had a simple goal: to 
get Obama elected as the next 
President of the us. 

Germs of a similar Indian move- 
ment are already evident in the 
form of the *Jaago Re! One Billion 
Votes" campaign. If it rings a bell, 
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Jaago Re: India’s Go campaign to get 
the younger voters to register online. 


its because Tata Tea’s television 
commercials are centred on it. 
Unlike the GO movement in Us, the 
focus here is on getting younger 
voters registered through an online 
presence (at www.jaagore.com) and 
outreach programmes in top uni- 
versity and corporate campuses, 
starting with IIT Chennai on 
November 10. 

The 26-year-old coordinator of 
the campaign, Jasmine Shah, says: 
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“The intention is to get four million 
young people registered across 35 
cities before the general elections 
in 2009.” Shah, an irr Chennai grad- 
uate, leads the campaign team of 
11 people, all of whom are under 
30. And within seven weeks of its 
launch, the website has managed to 
register nearly 70,000 youngsters. 

What got Shah going was 
Janaagraha's previous knowledge 
(through a quick study in 2004 and 
later a detailed analysis in an as- 
sembly segment in Bangalore) that 
the error rates in voter lists can be 
upwards of 40 per cent. The move- 
ment hopes to cover the entire coun- 

try in the next five years. 

Shah says the unstinted sup- 
port of Tata Tea was a major 
boost. The company found in 
the campaign a great fit with an 
earlier advertisement, which spun 
a caricature of a “qualified” politi- 
cian. Tata Tea is funding the cam- 

paign. Sushant Dash, Head 
(Marketing), Tata Tea, points out 
that the campaign fits his com- 
pany's brand strategy. The cam- 
paign will be considered a success, 
Das says, “if we can increase the 
footsteps to the polling booth." 

Tata Tea is not alone in lending 
support. Eminent persons, including 
former Chief Election Commiss- 
ioner, T.S. Krishnamurthy, are on 
the board of Janaagraha as advis- 
ers. As for corporate support, com- 
panies such as Yahoo! and Mid-Day 
are on board and others are in ne- 
gotiations. With assembly elections 
in several states around the corner, it 
is expected that the campaign will 
get further traction with the out- 
reach programmes. 

Janaagraha's Founder Ramesh 
Ramanathan says: “This is a youth 
movement, which is being driven by 
the youth themselves." 
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compa red to $39.1 
billion 1 (Rs 1,56,400 
crore) last year 


$3.8 billion 
(Rs 18,240 crore): 
ArcelorMittal's third-quarter 
(July-September) profit, up 
from $3 billion (Rs 12,000 
crore) in the corresponding 
quarter a year ago 


$680 million (Rs 3,400 
crore): The amount Japan's 
Toyota Motor Corp. will 


spend on a planned second 


| 


car factory on the outskirts 
of Bangalore 


The number of jobs the Tata 
Motors-owned Jaguar Land 
Rover plans to cut in view 
of the current global 
economic downturn 
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How to Vote Profitably 


Here’s a primer that will help you vote rationally in the 
forthcoming assembly and general elections. 


ms 


T A TIME WHEN SEVERAL STATE 
J eseni elections are being 
fought, general elections are around 
the corner and economic policy is be- 
coming a key issue in elections, it is in- 
structive to go back to political theory. 

Remember Anthony Downs' Az 
Economic Theory of Democracy? 
Downs assumes that political par- 


THE DOWN SYNDROME 


In Downs model each citizen votes for the 
party he believes will provide him a higher 
utility income than any other party during 
the coming election period. To discover 
which party this is, he compares the utility 
incomes he would receive if each party is in 
office. In a two-party system, this would be: 


Citizen's expected party differential 
(EPD) = EU(A, t--1) — EU(B, t+1) 
E — Expected value 


U — Utility income 
A= Incumbent party i.e. governing party in 
time period 


B = Opposition party 


If EPD is positive, then a person votes for 
incumbents 

If EPD is negative, then he votes for 
opposition 

If EPD is zero, he abstains 
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Voters rationality: Consensus among voters leads to efficient democracy 







ties and voters act rationally in pur- 
suit of clearly specified goals. The 
main thesis of Downs is that "parties 
in democratic politics are analogous 
to entrepreneurs in a profit-seeking 
economy." Following from the above 
argument, it is believed that political 
parties formulate policies to gain the 
most votes. However, if voters also 
behave rationally, then vote-max- 
imising parties will have to be rela- 
tively honest about keeping promises 
when elected, and their policies will 
be relatively consistent over time. 

Voters' rationality, however, gets 
muddled in multi-party systems such 
as ours. Parties in coalitions, how- 
ever, are pressured by conflicting 
requirements of making policies that 
are broad-based to attract most num- 
ber of voters. And naturally, dur- 
ing elections most parties in coalition 
politics are ambiguous about the 
compromises possible. 

That may undermine the ratio- 
nality of an individual voter, but 
according to Downs, the good news 
is that if there is sufficient consensus 
among voters, democracy can func- 
tion efficiently. Key question then 
is: are we, as a nation, sufficiently 
cohesive on the broader national 
goals—economic and others? 

SHALINI S. DAGAR 


Delh and seit ae en fol 


ow these up with other fran- 
chisee outlets in other cities. 


How has your franchising model 
changed over time? 

The days of having small, indi- 
vidual franchisees are behind us. 
We seek to partner with people 
who have passion for the restau- 
rant business and have the ability 
to scale up operations. 


Are operations here close to breaking 
even? 

It will take a year or two before 
we become profitable. Our ob- 
jective in India is to build infra- 
structure that will spread our 
presence further. We aim to in- 
vest $75 million along with our 
franchisees, and create at least 
10,000 new jobs in the process. 
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OPEN SCIENCE HELPS CARS SHED POUNDS. 


Open Science uses the power of collaboration to do extraordinary things. Vehicle 
emissions have been blamed for up to 75% of CO, emissions globally. Making cars and 
trucks lighter and more fuel-efficient is one solution. As part of its commitment to 
Open Science, DuPont is working with automotive manufacturers in India, to develop 
engineering polymers resins that will drive down vehicle weight and improve 
performance. We believe it's collaborations like this that can help solve the biggest 
challenges of our time. In other words, science that's open, opens up possibilities for 
` people everywhere. Learn more at dupont.com/openscience 


Career opportunities - e-mail: dupont.recruitment@ind.dupont.com / Business opportunities - email: info,india@ind.dupont.com and Tel:+91-124-4091818 
©2008 DuPont. All rights reserved. The DuPont Oval Logo, DuPont", The miracles of science" and all brandnames are registered trademarks or trademarks of E. |, du Pont de Nemours and Company or its affiliates. 


O&M \ 3559 


The miracles of science” 





bt trends 


TOP OF MIND 


Now, a BPO Network 
iii i aaa What is it? BPO Sutra, a social 


and professional networking 
site purely for the fast-growing 
BPO industry. This portal 


U =m‏ ۸ لدت ا عد ات 
ene caters to three key con-‏ کک 
BETE ም ን | stituencies: those wanting to‏ 
yrs ( ommum on join a BPO, those working in a‏ 


BPO and those associated with 
the industry, including family 
members of BPO employees 
and eco system participants. 


How is it useful? The site addresses user requirements like job interview 
preparations, promotions and IJPs (Internal Job Postings) and emolu- 
ment benchmarking through applications like Mentor-Mentee framework, 
Resume Builder, Job Suitability Analyzer and Selector. 


How will it make money? That's not clear yet. Its Founder, Sudhindra 
Mokhasi, a former MphasiS executive, says the portal is considering several 
business models, including targeted advertising. BPO Sutra sees itself as a 
hybrid of popular networking sites LinkedIn and Xing. 


How many people has signed up? Just 500 so far, say company executives. 
However, the site is still in its Beta stage. 


RAHUL SACHITANAND 


Force India Gets Serious. Sort of. 


What? Yes, Vijay 
Mallya may have prom- 
ised to not lay off any 
airline employees but he 
laid off the top manage- 
ment of his Formula 1 
team, including team 
boss Colin Kolles and 
Chief Designer Sam 
Gascoyne. 


Why? Well, partly 
because they scored no 
points this season and came dead last. 


Bad luck also played its role? True, like when Ferrari's Kimi Raikkonen rear- 
ended Adrian Sutil at Monaco, but... 


But what? Mallya has shown Ferrari the door as well. 
Huh? Well, Ferrari provided the engines to his team and now they don't. 
So who does? Force India is now powered by Mercedes. 


Will it help? Erm, well as much as we want the team to do well, we dont think so. 
KUSHAN MITRA 
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2008* 





Cost overrun 
22,350.7 


Figures in Rs crore NL Provisional figures 
Source: Ministry of Statistics and Programme 
Implementation, Government of India 

Compiled by Manu Kaushik 
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STRIKING THE RIGHT BALANCE FOR OVER 150 YEARS 
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Presenting 


The Commonwealth Games Village 2010. 
The finest address in the heart of Delhi. 





The Commonwealth Games Village 2010 - Residential Complex: global living inspired by an international event and developed 
by Emaar MGF*. Located next to Akshardham Temple and just minutes away from the capital’s central business district, the 
Commonwealth Games Village 2010 is the finest landmark address in the heart of Delhi. It will undoubtedly be one of Delhi’s 
finest concepts in luxury living with natural greens and open landscape. With 2 to 5 bedroom apartments to match your 
expectations and aesthetics to suit your attituce, it'll set new standards in fine living. 


Corporate Office: Emaar MGF Land Limited, ECE House, 28 Kasturba Gandhi Marg, New Delhi 110 001. 
Tel.: (+91 11) 4120 3444, 4152 1155. Fax: (+91 11) 4152 4619. Email: enquiriles@emaarmgf.com 


*Under DDA Project Development Agreement. Artistic rendering shown All images and features are indicative only and are subject to change in the best interest of the development. Possession will 
be given after the Commonwealth Games 2010. “Emaar MGF” logo and associated device thereof is a service mark of Emaar MGF Land Limited. # Registered under TERI GRIHA Green Building Rating 


COMMONWEALTH 
GAMES VILLAGE 


€ 








e Adjacent to Akshardham Temple e Next to the proposed Metro Station e Gateway to South 
& Central Delhi e Adjoining DDA Sports Complex with facilities as per Olympic standards 
e Clubhouse, 30 m lap pool, tennis, and basketball courts ቀ Health Club with fully equipped MGF 


gym e Community centre with library e State-of-the-art security system * 100% power back-up 
& treated water supply * Kids créche and tot-lots with play area * Green Building* 





; A once-in-a-lifetime opportunity to acquire prime residential space in Delhi. 


i ‘iad? Ws ces CREATING A NEW INI 
١ Bookings open. Limited availability. 


Visit to the Games Village to view model apartments is by invitation only. 
For a personalised site visit contact: (+91) 99580 21122, (+91 11) 2270 1010, 2270 1012, 2270 1001. www.emaarmgf.con 
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P.WA E CH A bird's eye view of what's hot and what's not on the government's policy radar. 








Tapping Dried Up Sources 


FTER A FOUR-YEAR DELAY, THE 

Government paved the way 
for 49 per cent foreign direct 
investment in insurance compa- 
nies by clearing a comprehensive 
insurance Bill last fortnight. The 
Government plans to table the Bill 
in Parliament in December, after 
which it will have to be referred to 
the Standing Committee on 
Finance for its views. Foreign 
investors could infuse Rs 3,750 
crore into the capital-intensive 
sector, Aviva Life Insurance, India 
has forecast. “An increase in the 
limit may increase the total FDI in 
the life insurance industry by 
almost 2.5 times from the current levels of Rs 2,500 
crore," the company said. The total capital base of the 
industry—life and non-life insurance—is Rs 8,500 
crore, at present. 

The ensuing capitalisation, if it is permitted, will 
be a much needed shot in the arm for a number of 
Indian insurance companies, many of which are 
unable to expand business owing to the inability of 
the Indian partners to inject the required funds. For 
every policy they sell, insurance companies must 
shore up their capitalisation in line with regulations. 

The Indian insurance sector is bigger than com- 
monly understood to be. It accounts for 7 per cent of 
the GDP. The life insurance industry is growing at the 
compounded annual growth rate of more than 30 per 
cent. Still, barely 20 per cent of the population is cov- 
ered. The paucity of funds is one of the biggest con- 














How Times Have Changed 
THEN 


"Because of the employment boom across 
the country, we are actually getting many 
more homebuyers. So, we have not seen any 
drop on the residential front at all. With 
office space, and IT and BPO service 
booming, we have also seen a 
northward movement in rentals" 


Business Line, May 25, 2006 MD. Unitech 
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straints to deepening the penetra- 
tion. *The proposed increase in FDI 
will add to the foreign inflow into 
the Indian economy, giving it a 
boost, and will enable the insur- 
ance industry to grow and reach 
out to the length and breadth of 
the country," says T.R. Rama- 
chandran, MD & CEO, Aviva India. 
“Increasing FDI will also help the 
insurance sector to further expand, 
launch innovative distribution cha- 
nnels, upgrade technology, enh- 
ance the current product portfolio 
and bring in global best practices." 

Other provisions cleared by the 
government include opening the 
doors to foreign reinsurers, such as Lloyd's of London, 
for setting up branches here and lowering the floor 
capital requirement for standalone health insurance 
companies to Rs 50 crore from Rs 100 crore. 

The euphoria seems somewhat premature, how- 
ever, since it is anybody's guess on the time the global 
finance industry will take to recover from the set- 
back of the su prime disaster that is still unfurling. In 
fact, the Us government has seized control of insur- 
ance giant American International Group (AIG), 
which sells insurance in India in collaboration with 
the Tatas via an unprecedented $85-billion bailout. 
Indian policy makers, it seems, dilly-dallied on the 
decision for a bit too long. The money bags Indian 
insurance companies were banking on, in the mean- 
while, have gone bust. 
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Nokia N79. = 
entertainment. Now made by hand. 


Anthems 
Ministry of Sound 





NOKIA 


Entertainment comes alive with the Nseries 
new power-packed multimedia device 






ux» Broadcast your music on-the-go 
With FM Transmitter 


Personalize your phone with theme linked 
exchangeable back covers 


| ‘Share media and network on-the-go - 
. with an unmatched web 








Content Courtesy Nokia N79 Multimedia 


- cellphone is powered by: 
SONYBMG p I y 
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NOKIA Ca re 30303838 phones imported by Nokia India Pvt. Ltd #For assistance on Nokia products and services, call Nokia Care. Add STD code when dialling from 0 GSM connection www.nokia.co.in 


Pasay To experience Nokia Nseries, SMS PIN followed by your pin code to 55555 to get a list of Nokia Priority Dealers and Nokia Nseries Premium ! 
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as 


An economic recession is broadly defined as a downturn 
in the GDP (gross domestic product) of a nation for 
at least two successive quarters, i.e., 6 months. 


If the GDP of a country drops by at least 10 per 
cent, then this is called a depression. By these 
standards, the last depression America suffered 
was The Great Depression in the 1930s. 


The worst drop in recent times was during the 
Oil Shock in the 1970s. 


The National Bureau of Economic Research in 
the US is considered the official arbiter of 
recessions, but it doesn’t define a recession 
by the school book measure of two or more 
consecutive quarters of economic contraction 
as measured by GDP It states that a recession 
is a significant decline in economic activity 
spread across the economy, lasting more 
than a few months. 





Protracted 
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is currently witnessing a 
slowdown. The GDP is growing at 
a healthy 7 per cent-plus, but this is 
still slower than the average 9 per 
cent-plus recorded in the previous 
three financial years. As of now, there 
is no threat of either a recession 
or a depression. 


Brief 





Stubborn 


Double Dip 
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ArcelorMittal, in Associated Press 





“We recognise that the situation is abnorm 
and we need to be constantly on the aler 
I hope there will be no knee-jerk reaction suc! 
as large scale lay-offs, which may lead 
negative spiral” 

Prime Minister, talking abo 
ongoing financial crisis, to PTI 


“The world has never seen this 
kind of advance before. 

These are people who have 
known deprivation. These aré 
people who are intent on 
developing their skills, improving 
their lives and showing the 
world what they can do" 


Chairman, News Corp., talki 
India and China, to Agencies 


“IT companies in India are 
investing for the long term an 
they have a pretty incredible 
reputation. They are always 
considered whenever a global 
project comes up" 


Chairman, Microsoft, in The Econom 


“Things have worsened in th 
last three weeks and as a 

, 
result we've had to accelerate 
our production cuts" 


Chief Financial Officer, 





*Once he (Barack Obama) 
is in office, he will realise 
that in this intercon- 
nected world, countries 
have to work together" 
Finance 


Ey : ES E 
Minister, in Hindustan Times ot 
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RELEASED: By 
SEBI, norms to set 
up dedicated stock 
exchanges for Small 
and Medium Enter- 
prises (SMEs). 
Such exchanges 
will be corporate 
entities and will have to de-mutualise 
within two years, according to the 
new norms. 





AUTHORISED: By the government, 
economic think-tank Centre for 
Monitoring Indian Economy (CMIE), 
to collect data to be used for compi- 
lation of the new series of Index of 
Industrial Production (IIP), which will 
replace the index currently in use. 


RISEN: To 10.72 per cent, the infla- 
tion rate for the week ended October 25 
on account of rising prices of essential 
commodities such as vegetables, pulses 
and cereals, and some manufactured 
items. This halts the five-week down- 
ward trend in this figure. 


DIPPED: To 11 per cent, the growth 
in direct tax collections in October 
2008. This is way below the growth 
rate of 25.6 per cent required to 
achieve the set target. The govern- 
ment mobilised Rs 19,708 crore in di- 
rect taxes during the month under re- 


view, compared to Rs 18,809 crore in 
the corresponding month last year. 
The government had scaled up the 
collection target in Budget from Rs 
3,65,000 crore to a little less than 
Rs 4,00,000 crore. To meet the initial 
Budget estimate, direct tax collections 
need to grow by 16.07 per cent. 


JOINED: As President of Anil 
Dhirubhai Ambani Group company 
Reliance Money's exchange business, 
Rajnikant Patel, former CEO of the 
Bombay Stock Exchange. Patel was 
responsible for the corporatisation and 
democratisation of the stock exchange, 
making it a billion-dollar institution. 


mu TERMINATED: 
| By the Naresh 
4, Goyal-controlled 
| Jet Airways, the 
ሠ services of 35 ex- 
pat pilots, from its 
١ 737-400 fleet. Jet 
has 258 expat pi- 
lots, 198 flying B-777s and A-330s 
and 60 piloting 737s. In all, there are 
900 expat pilots in India. DGCA had 
earlier this year given a written directive 
to airlines to submit a plan on how 
they would ease out the expats and 
how they intended to train Indian pilots. 
The deadline for easing out expats 
from all airlines is July 31, 2010. 








JUST LAUNCHED 


UDI'S R8 MIGHT COST A 

pretty penny at 
Rs 1.17 crore, have a 
ground clearance that 
would bottom out on 95 
per cent of India's roads 
and look like something 
from Doctor Who, but 
God, it's fun to drive. Audi 
does not plan to sell more 
than 15 of these cars this 
year, and they've all been 


sold already and next year's quota of 20 is finishing off fast 
as well. But with performance like the R8's, think of it as 
an unashamed supercar and a bargain at that. 
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Audi R8 
[OP SPEED: 301 kmph 
0-100: 4.6 seconds 
ENGINE: 6 
Fuel-injected V8 420 horsepower 
PRICE: Rs 1.17 crore 
ex-showroom all India 







KUSHAN MITRA 
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\ 77 አመ ላቁ CEO? ልጩ 
Y just about managing 


day-to-day operations. I think 


Indian CEOs have the DNA to be- 
come next-generation global lead- 


ers. They enjoy their jobs and 
recognise that they are privileged 
to lead. They are not only strong, 
but also share the same passion to 
win with their core leadership 
team,” says Steve Tappin, 
Managing Partner in the Global 
CEO and Board Practice of 
Heidrick & Struggles and co- 
author of the bestselling book 
Secrets of CEOs: 150 Global Chief 
Executives Lift tbe Lid on 
Business, Life and Leadership. 
Tappin says that Chinese CEOs 
are still far behind their Indian 
counterparts in terms of compe- 
tency. “First, the experience of 
Chinese CEOs in running global 
businesses out of China is lim- 
ited in comparison to Indian CEOs. 
Other challenges include cultural 
and communications barriers," 
says Tappin, who believes that as 
the global economic crisis deep- 
ens, there will be a severe shortage 
of truly global CEOs in the market. 
As a result, India will be the hunt- 
ing ground for such people. 
However, Tappin adds: “Most 
Indian CEOs are slow to react in a 
rapidly-changing environment." 
MANU KAUSHIK 


HSOHD YVHAAHS 


One Centre of Excellence Recognises Others! 


It takes one symbol of excellence to 
recognise another. 
Corporation Bank announces the winners of 
CorpExcel 2008 
National Excellence Awards 
for mSMEs & Emerging Corporate 
who redefined excellence. 





C ongratulations | 
Winners of 


CorpE xrcEL 2014 


National mSME Excellence Awards 
Micro Enterprise: 
* Monarch Computers Pvt. Ltd., Mumbai 







Small Enterprises: 


* Commercial Engineers & Body Builders Pvt. Ltd., lf 
Jabalpur 


* Rossari Biotech, Mumbai 

٠ Apex Laboratories Pvt. Ltd., Chennai 

* Fresh Trop Fruits Ltd., Ahmedabad 

e Abharan Jewellers, Udupi 

* Gateway Techno Labs Pvt. Ltd., Ahmedabad 

* Prashant Gamatex Pvt. Ltd., Anmedabac 

* Ficus Pax Pvt. Ltd., Bangalore 

٠ Subhashree Garments, Tirupur 

* Premier Solar Systems Pvt. Ltd., Secunderabad 
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Medium Enterprises: 

° Aditya Auto Products & Engineering (I) Pvt. Lte 
Bangalore 

* Sipra Engineers Pvt. Ltd., Mumbai 

e Maharani Paints (India) Pvt. Ltd., Faridabad 

e P | Drugs & Pharmaceuticals Ltd., Thane 

e Chordia Food Products Ltd., Satara 






Jury Members: 
* Mr. Kishore Biyani, Group CEO, Future Group 
* Dr. Manoj Vaish, President & CEO, D&B Information Services India Pvt. Ltd. 


* Mr. P. C. Nayak, IAS [Retd] ٠ Gemini Communication Ltd., Chennai 
* Dr. R. H. Patil, Chairman, The Clearing Corporation of India Ltd. * Pratibha Pipes & Structural Ltd., Mumba 
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MELTDOWN CONTAGION 


Globally, economic events (read: bad news) are moving faster than 
most of us can comprehend. Here’s an update on the major events 





that took place last fortnight in the wake of financial crisis. 


MANU KAUSHIK 


=== US 


PROBLEMS 

e Economy shrinks 0.3 per 
cent in third quarter. 

e Consumer spending declines 
0.3 per cent in September. 

e Personal income growth 
slows down in September. 

e Unemployment rate climbs to 
6.5 per cent (highest 
since 1994). 








ACTIONS 

e Fed slashes interest rates 
by 50 bps to 1 per cent. 

e Treasury Department to 
launch its $700-billion 
bailout package. 
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ei GERMANY 


PROBLEMS 

e Industrial production falls 
3.6 per cent in September 
(largest monthly decline in 
14 years). 

e Manufacturing orders 
dropped by a record 8 per 
cent in September. 


ACTIONS 

e Cabinet approves a stimulus. 
package of €23 billion. 

e Stimulus includes subsidies, 
loans, tax relief and 
increased infrastructure 
spending. 

e Government measures are 
expected to create up to 1 
million jobs over the next two 
years. 








EMI 
ES uk . JAPAN 
PROBLEMS PROBLEMS 


e Economy shrinks 0.5 per e Industrial output tumbles 1.2 
cent in the three months to per cent in September. 
October. e Retail sales drop 0.4 per cent 

e Over 4,000 companies go from a year earlier to Y10.69 
bust in England and Wales trillion in September (first 


in the third quarter. time in 14 months). 
e Household spending in 
ACTIONS September drops 2.3 per 
e Bank of England cuts cent from a year before. 
borrowing rates by 150 bps e Average income at wage- 
to 3 per cent (lowest since earning households falls 2 
1954). per cent to 02 


e PM Gordon Brown urges 
Gulf countries to buy up 
British assets. 


ACTIONS 

e Bank of Japan reduces 
interest rates from 0.5 per 
cent to 0.3 per cent (first rate 
cut in seven years) 
وه‎ 





mimm SCANDINAVIA 
PROBLEMS 


e Norway's overall index of 
production declines 4.2 per 
cent in September. 

e Swedish industrial output 
declines 4.9 per cent y-0-y in 
September. 

e Iceland's central bank 


PROBLEMS 

e Exports falling because of 
the global meltdown. 

e Forex reserves fall to $6.76 
billion on November 1 from 
$6.92 billion a week earlier. 

e Trade deficit rises by 52.65 
per cent to $5.55 billion 


predicts GDP to shrink 8.3 per in the three months to 
cent next year. September, from $3.63 
billion a year ago. 
ACTIONS 
e Denmark's central bank ACTIONS 


lowers key interest rate by 50 e Pakistan secures 

bps to 5 per cent. a $9-billion bailout loan 
e Iceland secures $2 billion from from IMF. 

International Monetary Fund. 
e Norwegian central bank cuts 

key interest rate by 50 bps to 

4.75 per cent. 
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A closer look at Barack 
Obama’s proposed 
economic policies and 
their implications for India. 
RISHI JOSHI 


ARACK OBAMA’S TRYST 
with destiny has cap- 
tured the imagination 
of the global commu- 
nity. The 47-year-old 
legal eagle has made history by 
becoming the first African 
American to be elected President 
of the United States. As Obama 
prepares to shift to the White 
House in January, the attention is 
now gradually shifting to his 
worldview and how it impacts 
countries across the world. India, 
too, would be impacted by 
President Obama’s policies. There 
is already some consternation in 
the Indian IT industry at Obama’s 
apparent keenness to curb out- 
sourcing. We decided to sift 
through his key economic pro- 
posals and the likely impact on 
India. Here’s a reality check. 


PUMP PRIMING THE ECONOMY 


he immediate challenge for 
Obama is to prevent the US 
economy from slipping into a 
deep and long recession. Already, 
the economy has shed over 1.2 
million jobs this year. Worse, it 
has been jolted by a severe finan- 
cial crisis and consumer expecta- 
tions for the future are at their 
lowest levels. Obama is calling 
for a second round of $50 bil- 
lion in stimulus to jump-start the 
economy that he hopes would 
prevent 1 million Americans from 
losing their jobs. Half of this 
money would go to states to limit 
= their programme cuts and offset 








Obamanomic¢s 





tax and fee increases. The other 
half would pay for infrastructure TAXATION POLICY 
improvements. he President-elect 
cut taxes for working ( 
ilies and low-income hoi 
less than $75,000 a ve 
taxes on homes with a 
annual income of mor: 
000. He also plans to ex 
iors with incomes o 
$50,000 a year from pa 
tax. Obama says as a ré 
measures 95 per cent 0 
would see their taxes 
unchanged. He also 
windfall tax on excessn 


Increased federal government 
spending will have a positive fallout 
for India. The us is India's largest 
trading partner accounting for al- 
most 20 per cent of the latter's ex- 
ports. Greater spending on infra- 
structure, for instance, could trans- 
late into opportunities for con- 
struction and metal companies- 
more so, since US companies have 
virtually exited low-tech manufac- 





| turing. Says a leading economist: pany profits to give Ameri 
7 “There is likely to be a significant ' ilies an immediate $1,001 
import content to the planned ex- “Tax cuts in the US will lead to gency energy rebate to ከ( 


penditure. Government procure- greater consumer spending which tide over high energy bil 
ment in the Us is a tender-driven could help Indian exports" 


process based on cost considera- 
tions, which could work in favour Chairman/ JONG ችና ና Tax cuts for the middle 
of the Indian companies.” give a fillip to consumer spe: 
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the us. This could boost Indian ex- 
ports that have been hit by the slow- 
down in the US economy. 
Merchandise exports such as tex- 
tiles, leather and handicrafts could 
stand to gain. Economists point out 
that tax benefits at lower levels of 
income have generally yielded a 
significant bump up in consumer 
spending. Says Surjeet Bhalla, 
Chairman of Oxus Investments: 
“There might be an inclination to 
save after the financial crisis, but it 
should lead to greater consumer 
spending as well.” 


LABOUR AND ENVIRONMENT 


bama has stressed that the 

economy, energy and climate 
change are inter-related problems. 
He wants all trade agreements, in- 
cluding the wro, to include bind- 
ing obligations that protect the right 
to collective bargaining as well as 
other core labor standards recog- 
nised by the International Labor 
Organisation. Obama wants to link 
environmental standards to trade 
agreements so that companies from 
any particular country cannot gain an 
economic advantage by damaging 
the environment. 


IMPLICATIONS FOR INDIA 

Obama’s articulated policy on 
labour standards would concern 
the Indian establishment. India sees 
attempts to link labour standards 
with trade as a protectionist stance. 
However, experts feel that there 
is no cause for alarm yet. They 
point out that the new Us adminis- 
tration would be loath to initiate 
policy measures that could affect 
the cost and availability of essential 
goods and services. Says D.K. Joshi, 
Principal Economist, Crisil: “These 
are liberal statements that are dif- 
ficult to implement as policy.” Even 
on environmental issues, Obama 
may find it difficult to walk the 
talk. In fact, its own track record 
leaves a lot to be desired. The Us re- 
leases more greenhouse gases than 
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any other nation accounting for 
more than 25 per cent of those gen- 
erated by humans worldwide. As a 
result, it has not so far ratified the 
Kyoto protocol. 


INTERNATIONAL TRADE 


bama asserted during the cam- 

paign that he would fight for a 
trade policy that opens up foreign 
markets to US companies, which 
would then support American jobs. 
He plans to use the wro platform 
to fight for his vision of fair trade 
policies. He wants to complete a 
Doha agreement that would in- 
crease Us exports and support good 
jobs in America. He also believes 
that the United States needs to be 
more aggressive in filing cases in the 
World Trade Organization against 
countries that violate global trade 
rules to keep out US goods. 





IMPLICATIONS FOR INDIA 

Obama's assertion that he will ag- 
gressively pursue US interests 
through WTO (even file cases against 
countries like China) will not go 
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down well with the developing 
countries and might make it difficult 
to revive the stalled Doha round. 
However, economists believe that 
much of what Obama says might be 
just posturing, and he may just end 
up adopting a reasonable position 
on most outstanding issues. Says 
Joshi, “The Doha round is not going 
to be dependent on what Obama 
proposes. The perception of un- 
equal benefits, particularly in agri- 
culture, among developing coun- 
tries Is strong." 


OUTSOURCING 


bama believes that companies 
should not get tax benefits for 
moving their operations overseas. 
Obama has underscored that public 
contracts should be awarded to 
companies that are committed to 
American workers. That could spell 
trouble for India's outsourcers par- 
ticularly the rr industry, which gets 
most of its revenue from the us. 
The other concern area for the IT 
firms is the cap on H1B visa. Obama 
did not highlight the issue much 
during his campaign.The us gov- 
ernment has capped the visa at 
65,000 after increasing it to 
1,95,000 during the peak of the 
tech boom. 


IMPLICATIONS FOR INDIA 

India’s outsourcing industry has 
been somewhat jittery after 
Obama’s victory. But industry cir- 
cles are also hoping that economic 
pragmatism will prevail in the end, 
since it is recognised in the us that 
there are many categories of pro- 
fessional skills, particularly in IT, 
which are not available there. Says 
Bhalla, “Restricting outsourcing as 
protectionism in not possible.” The 
IT industry is also taking comfort 
from Obama’s statement that he 
is in favour of a “temporary in- 
crease” in the H1B Visa pro- 
gramme as a stop-gap until the gov- 
ernment reforms the immigration 
systems comprehensively. 
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Macro proportion: Microfinance's client base has crossed 50 million 


Coming of Age 


The Indian microfinance sector is growing by leaps and bounds but 
concerns remain over high costs and the direction in which it is headed. 


E. KUMAR SHARMA 


M em CONTIN- MINIMALIST APPROACH The sector saw impressive 


ues to grow fast and Microfinance is expanding in easier areas and growth in terms of client coverage 
furiously—but also nar- among better-off clients. and the outstanding portfolio of 
rowly and somewhat purpose- 9 _ loans. During the year, clientele 


lessly. This is a rather sobering Wale 
verdict of the State of the Sector 
Report 2008, which reviews the 
progress of the sector every year. 


expanded by 9.9 million— 
after eliminating the overlap be- 
tween the clientele covered by 
self-help group-bank linkage pro- 









Desired 
coverage 
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The past trends of growth in well- 
endowed and high-growth areas 
and among better-off clients with 
no effort to consciously target 
the poor, high costs for lenders 
and borrowers and lack of depth 
of services remain matters of 
serious concern, says report. 
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gramme (SBLP) and microfinance 
institutions (MFIs)—taking the 
number of total clients to 54 
million. The outstanding loan 
portfolio also grew by nearly 
Rs 2,500 crore. “This is the first 
time that the narrowly defined 
microfinance clientele has crossed 
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the 50 million mark,” notes the re- 
port, adding, “Never in the past has 
such sustained growth taken place 
comprising several different organ- 
isations in policy, operations and 
technical services acting in concert. 
The level of optimism in the last 
two years has rarely been witnessed.” 

But the report also draws atten- 
tion to the problems facing the sec- 
tor. It lists availability of funds, in- 
creasing resource costs, higher risks, 
limitations on HR availability and 
also a passive policy environment as 
constraints to the growth of the 
sector as a whole. Then, there have 
been issues of low access to com- 
mercial funds for not-for-profits 
and poor soft fund support to for- 
profits. Federations seem to face 
problems in raising resources forc- 
ing them to become state-depend- 
ent, except in the case of mutually- 
aided cooperatives, says the report. 

The year also saw the continua- 
tion of the trend of heightened ac- 
tivity by private equity and venture 
capital funds. Aavishkaar-Goodwell 
and Grameen Capital India were 
the two new domestic investment 
funds launched last year, while in- 
ternational investment funds 
Legatum and Sequoia forayed into 
the microfinance sector. Also, ex- 
isting players such as Lok Capital 
and Bellwether significantly in- 
creased their asset base. According 
to the report, a number of main- 
stream private equity and venture 
capital funds (India Equity Partners, 
Gaja Capital and Reliance Capital) 
are increasingly looking at microfi- 
nance as an investment focus area. 

However, the report notes with 
concern the continuing skew in 
favour of the southern region— 
which continues to have a much 
larger share of the outreach and 
volumes than the other three re- 
gions put together. Both the SBLP 
and MFis have a strong presence in 
the southern states of Andhra 
Pradesh, Karnataka and Tamil 
Nadu, which together account for 


42 BUSINESS TODAY NOVEMBER 30 2008 





. 

= 

= 

። 
= 7 
Sy = 
EN አ: 
EL 


> 
፦ 
= 
> 
ዮን 
= 
Mr 
5 

9^ 
ፖ 
= 
= 
> 
~ 
~ 


Cash crunch: Remains an issue 


IMPRESSIVE GROWTH 


Numbers tell the story. 


14.01 million Total number of MFI 
borrowers 





programme in 2006—07 


40% Growth of outreach of MFls in 
2000-0 .። . . . 
Rs 5,954 crore Loans outstanding 
under the MFI model 


outstanding of MFIs in 2006—07 


Rs 3,290 Average loans outstanding 
for SHG members 


Rs 4,220 Average loans outstanding 
for MFI borrowers 


45.20 million Cumulative number 
of persons in linked self-help groups 


39.9 million Total number of self- 
help group members currently linked 
Source: Microfinance: State of the Sector Report 2008 


almost 52 per cent of clients and 59 
per cent of the portfolio outstand- 
ing. Those in the industry, how- 
ever, see this changing. “In the East, 
the number of customers has risen 


from 20,000 three years ago to 
about 2 million today. Now, we 
see this gradually happening in the 
other regions, too,” says Vijay 
Mahajan, a microfinance industry 
veteran and Chairman of BAsix. The 
report also notes that *consolidating 
the existing client base and fulfilling 
their financial services needs more 
comprehensively hold the key to 
lower costs, higher returns and 
client loyalty". 

So, what can one expect in fu- 
ture? “The aggressive growth of 
the sector especially over the last 
two years has given rise to certain 
apprehensions,” says the report. It 
quotes Sanjay Sinha, CEO, Micro 
Credit Rating International, a serv- 
Ice company engaged in MFI rating, 
as saying, "Aggressive growth di- 
versifies the geographical risk but it 
intensifies the operational risk. Small 
Industries Development Bank of 
India is of the view that consolida- 
tion of the MFI sector is on the cards. 
Within the next few months we 
should see some initial mergers be- 
tween institutions." 

The sector has its share of chal- 
lenges, including the lack of depth 
of engagement and shortage of hu- 
man resources. “Growth is con- 
fined to credit, with very little in- 
surance and savings coverage. Even 
in credit, increase in client num- 
bers...did not lead to deeper en- 
gagement with clients in terms of 
larger loans and diversified prod- 
ucts," the report says even as it calls 
for addressing the issue of deposi- 
tor's safety through a separate mech- 
anism of deposit insurance. 

The reports reiterates the ulti- 
mate objective of micro-lending, 
saying, “Microfinance has to de- 
velop a greater sensitivity to the 
needs of the poor clients. The small 
loans should give way to livelihood 
support loans of a larger size and 
longer duration. Only when liveli- 
hoods and incomes are targeted 
that the microfinance sector can 
claim that its mission is achieved." 
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Lessons from ` 
Slowdown Survivors 


ANJEEV BIKHCHANDANI, 

Founder &@ CEO of Info Edge 

(naukri.com) and Deep Kalra, 
Founder @ CEO, makemytrip.com, 
are in an enviable situation. They are 
“slowdown veterans” having weath- 
ered the storm in the last downturn 
(dotcom bust) and, hence, better- 
equipped to deal with the current 
one. The duo has remarkable simi- 
larities. Both are from IIM-A (three 
batches apart), both are dotcom 
czars—Bikhchandani has founded 
India’s only listed dotcom company 
and Kalra, the country’s largest travel 
portal. In separate conversations 
with BT’s Saumya Bhattacharya, 
Bikhchandani and Kalra come up 
with strikingly similar responses to 
queries on the challenges that com- 
panies face during slowdown and 
the road ahead. Excerpts: 


Are there any similarities between 
the last dotcom bust and the cur- 
rent slowdown? 

Sanjeev Bikhchandani: There 
are some similarities and 
some differences. The big 
difference is that at that 
time, there were only four 
million Internet users. 
Now, there are 60-70 mil- 
lion. So, the potential 
market is much larger. 
What happens in a bust 
is that first, funding 
dries up and second, de- 
mand contracts. There’s 
similarity in terms of a 
much tighter funding 
environment now, but 
the demand contraction 
will be on a much 
higher base. Therefore, it 
is possible for businesses 
to make money on op- 
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erations without getting any incre- 
mental funding. Another similarity 
is that businesses with models that 
have revenues 3-4 years away will 
be in trouble again. 

Deep Kalra: 1 think a comparison 15 
quite relevant. In fact, it feels like 
déja vu because a lot of similar 
things are happening. A lot of things 
changed after the dotcom bust and 
all of these impacted the travel and 
tourism industry. The first storm 
was the dotcom 
bust, and then 
9/11. Then, 
there was 
the attack 
on Parlia- 
ment on 
December 
I3, 42001. 






































We might be very differ- 

ently poised right now, but the en- 
vironment is going to become quite 
tough. And when the tide goes down 
this time, only the toughest players 
will survive. 


How are you positioned in the 
current environment? 
SB: We have got a growing, prof- 
itable business and we have got 
funding. So, that's not a prob- 
lem; we are very well-placed. 
There is an opportunity for us 
to diversify and acquire over 
the next 12 months. 
DK: Ironically, we are get- 
ting more business than ex- 
pected. In fact, people are 
coming online, more and 
more, to economise their 
travel. In these troubled 
times, we have over- 
achieved our targets and are 
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Cities that consume 30% less energy? 


As a leading producer of energy-efficient solutions, ABB helps 
deliver major power savings, without compromising performance. 
Our lighting control systems can deliver power savings of 

up to 50 percent, and our building automation up to 60 percent. 
While everyone else is talking about energy prices, power 
shortages and climate change, ABB is doing something about it, 
right here, right now. www.abb.com/energyefficiency 


Power and proi iuctivi 
for a better w 





bt current 


Sanjeey’s 
mom | | ች oe sharply on cash | | 
recognising and celebrating that us, but we are keep- aS a first step, | air travel; we also 
fact. We sense an opportunity in ing an eye on cost. © Sales is the key. M | sella large volume 
this crisis. We are on the frontfoot If you look at our should themselves oo | of other products 
this time while the last time (2001), growth in Q2 ase. calls anq meet ና | like hotels, holi- 
we were on the backfoot. We have 2008-09, we grew mers. T | days, packages and 


company-owned travel stores in 
20 top cities across India; we are 
also looking at franchising. We 
might even make an acquisition. 


What were the challenges you faced 
during the last downturn? 

SB: The key (in times of a slow- 
down) is to drive sales and focus 
on activities that drive revenues and 
keep costs under control. During 
the last slowdown (2000-02), we 
added people and services to the 
sales team. We did not invest too 
much in technology products. As 
sales came in, we started to invest 
more and more in technology. 

DK: During the last slowdown, there 
was a situation where we were sitting 
on cash that would last us only three 
months. It became a question of 
survival. We were dealt another 
blow; our venture capitalist pulled 
out of the country. We went 
through a re-organisation. Initially, 
my plan was to address both mar- 
kets—the Us and India. But the mar- 
ket in India was such that people 
were ready to research online, but 
not buy, while NRIs were responding. 
So, we decided to focus on the us 
market while all our competitors 
kept pouring money into India. That 
was a serious error of judgment 
(made by others)—you cannot 
change customer habits overnight. 


How do you see business getting 
impacted now? 

SB: Our business is in a different 
stage right now and the challenges 
are diverse. The key is to 
control cost and increase 
revenue. We have been 
focussing on innovation 
for the last 5-7 years and 
we see product innova- 
tion as a big way forward. 
It’s business as usual for 
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“In the next 12 months or so, 
there will be an opportunity for 
us to diversify and acquire" - 


Sanjeev Bikhchandani 
Founder-CEO/ Info Edge 


at 24 per cent 
year-on-year. We — 
are growing a lot 

slower than earlier. We need growth 
to come back to the economy for 
hiring to pick up. 

DK: We are still talking growth. 
India is not in recession. The growth 
rate is projected to fall from 9 per 
cent to 7 per cent , which is signifi- 
cant but not drastic. In this envi- 
ronment, within every industry, 
there is going to be a shakeout. 
About 18 months ago, we set up 
20 travel stores. Will we set up new 
stores? May be a few but not a lot 
more. But, will we stop new hires in 
these stores? 
Absolutely not! 
There is going 
to be a cut- 
down in travel 
but it’s not that 
people will stop 
travelling. We 
aren't only fo- 
cussed on 















* 


ዘ:  IIeSe an 
crucial in this enyi e most 


ronment, | bus and car rentals. 
| We are close to the 
customer, which is 
what matters the 
most during a slowdown. 


15 there a rationalisation in terms 
of hiring? 

SB: There’s no right-sizing or job- 
cuts. We are, however, closely scru- 
tinising the need to hire afresh. 

DK: No, we are still hiring where re- 
quired. During the previous slow- 
down, we did not lay off people, but 
we right-sized. We told our team 
about the situation. At that time, of 
our 42 people, we lost 16. Of the 
people who stuck around then, most 
are still with the company and occu- 
pying key positions. From that down- 
sizing, the company has scaled up 


E the workforce to 700. Right now, 


there are no cut-backs planned. We 
are still hiring and have some 55 
openings for which 
we are looking 
for people. 
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Bharti Goes Blue! 





The Mittal brothers are giving the conglomerate a makeover. KUSHAN MITRA 


HE EXCITEMENT IN THE BALL- 
| room of the Oberoi was 
palpable. Print journalists 
had their BlackBerrys on hand 
to fire off a story, the television 
channels had sent their best and 
prettiest. After all, it was a last- 
minute press conference called 
by Bharti Enterprises, the hold- 
ing company for Bharti-Airtel, 
Bharti-AXA, Bharti-WalMart, 
Bharti-Retail, Bharti-Teletech. And 
that had the assemblage wonder- 
ing: Was Sunil Mittal, the group’s 
now not-so-young but still 
dynamic chairman, going to 
announce a big takeover of 
some international firm? Was this 
going to be panacea for the trou- 
bled times? 

But nothing of that sort hap- 
pened. All that Sunil Mittal did 
was unveil—with the help of a 
rather boring advertisement— 
a new brand identity for Bharti by 
giving its “logo”, in his own 
words, a more “youthful” look, 
the overriding aim being to make 
Bharti “India’s finest conglomer- 
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WVINDMN LIMA V 


Bharti Enterprises: How the Numbers Stack Up 


Revenues last fiscal 
were dominated by telecom. . . 


2007-08 


Telecom 
90 





...but the group expects its other businesses 


to be significant contributors soon. 


2010-11 
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ate” by 2020. This is a large step 
forward from his flagship com- 
pany Airtel's aim of becoming 
India’s “Most Admired” company 
by 2010. 

Indeed, the latest exercise is a 
logical evolution of Sunil and his 
brothers Rakesh and Rajan’s plan of 
making telecom a smaller part of the 
group’s operation. Part of this cha- 
nge is going to get reflected in retail, 
the first place where the new logo 
will be prominently seen. 

Rajan Mittal said the group’s 
retail ambitions had not slowed 
down following the recent doom 
and gloom. “Our plans continue 
apace,” he said, without giving 
any timeline for further store 
launches. 


The new brand identity of Bharti is a 
logical evolution of Sunil Mittal (Left) 
and his brothers Rakesh and Rajan's 
plan of making telecom a smaller part 
of the group's operation. Part of this 
change is going to get reflected in retail 


Also present at the press con- 
ference was Akhil Gupta, the fin- 
ancial wizard behind Bharti 
Enterprises. He claimed that 
Bharti-AXA, his baby, was doing 
all right even though the finan- 
cial services sector had been hit 
hard. *We will use our extensive 
knowledge of selling to retail cus- 
tomers to improve the selling of 
financial products," Gupta had 
told BT in a prior interview. “There 
is a lot of mis-selling happening 
and we want to educate the cus- 
tomer," he had said. However, 
at the presser, Gupta ruled out 
the possibility of Bharti getting 
into banking anytime soon. 

Even as Bharti tries to train focus 
on its other businesses, telecom 
remains the main money-spinner 
for the group and Sunil Mittal is 
looking forward to the day when 
Bharti crosses the landmark of 100 
million subscribers. He, however, 
refused to be drawn into any talk on 
the controversy surrounding the 
latest telecom licences. 


Every now and again 

a player appears on the 
scene who will change the 
way the game is played. 
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had already entered the segment 
and a few had even begun experi- 
encing some initial success. 
Naturally, many people doubted 
that IndiGo would ever fly. But as 
Ashby leaves his job as Chief 
Executive at the end of 2008, he 
must have a smile on his face. The 
reason: IndiGo is the only airline to 
have consistently grown over the 
past few months in India, as the 
rest of the industry has been 
wrapped in turmoil. 

“It has been an exciting time,” 
he jokes. His successor and 
President, IndiGo, Aditya Ghosh, 
adds: “It seems Bruce finally broke 
his jinx of loss-making airlines 
here.” To be fair, both Ashby and 
Ghosh concede that IndiGo is not 
profitable. “We have had a few 
profitable months, though,” Ashby 
points out, adding: “But high fuel 
prices have hit us just as they have 
hit everybody.” 

Ashby points out that while 
high fuel prices have meant inc- 
reased fares, this, in turn, has 
meant lower numbers of passen- 
gers. “Our average seat factors 
have dropped from the mid-70s 
to the mid-60s before the festive 
season rush,” he says. But this has 
meant that the airline has also 
made a bit more money. “Our 
revenues per seat have improved 
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TIMELINE 


> JUNE 2005 

IndiGo Airlines is formed as a joint venture 
between Rahul Bhatia of Interglobe and 
Rakesh Gangwal, a former US Airways 
CEO. In Paris, the company stuns the 
aviation world by placing orders for 
a whopping 100 Airbus A320-family air- 
craft worth an estimated $6 billion 
(Rs 25,800 crore) 

> AUGUST 2006 

IndiGo starts operations, with its first flights 
taking off from New Delhi 

> NOVEMBER 2008 


With a fleet of 18 aircraft, IndiGo becomes 
India’s largest standalone low-cost carrier 






airline i is not ¢ deferring 


. any aircraft deliveries and plans 
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to add another two to its fleet 
before March 2009 along with 
two-three new destinations to its 


network of 17. *Why have we 


done well?" Ashby reacts when 
asked the question. “I guess it is 
because we have stuck to our plan. 
The only part of the plan that we 
changed was we started serving 
sandwiches and aerated drinks. 
But we have been truthful to the 
low-cost ethos; we tweaked it 
whenever we needed to." 

One such *tweak" was earlier 
this year when aviation fuel prices 
exceeded Rs 70,000 a kilolitre: 
the airline actually cut back service 
instead of following the low-cost 
mantra of maximising flight-time. 
“It did not make sense. We are 
not blind converts to the rules," 
Ghosh says. 

Before Ashby leaves, he is criss- 
crossing the globe, meeting fi- 
nance companies and lessors. *We 
want to assure them that we 
will pay all our bills on time. You 
know what I am most proud 
of? The fact that we do not hold 
back any payments," Ashby says. 
Proud or not, IndiGo's quiet 
success might be the one silver 
lining in the dark cloud that is 
surrounding Indian aviation; 
it also shows other tycoons that 
running an airline takes more 
than bluster. 
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A Secure 
View 


Global IT security 
solutions major RSA is 
bullish on growth 
prospects in India. 
T.V. MAHALINGAM 





T’S NOT OFTEN THAT THE HEAD 

of a company that makes its 

bread and butter by selling IT se- 
curity solutions comes out saying 
that companies are spending too 
much on security. But that’s Art 
Coviello, CEO, RSA, for you. 

“Too much has been spent rea- 
ctively, without assessing risk prop- 
erly,” says Coviello, adding: “Look 
at the anti-virus solutions in the 
market today; they are based on 
static signature technology that does 
not react to real time mutations of 
viruses.” Basically, what he means is 
that companies have been spend- 
ing a lot more on IT security in re- 
sponse to fear of attack rather than 
as contribution to business goals. 

He also does not subscribe to 
the popular view that spending on 
IT security will remain largely una- 
ffected by the global slowdown. 
“I don't think there is a single busi- 
ness that won’t be affected by this 
slowdown. In my career, | have 
seen several recessions that have 
been centred around sectors—the 
dotcom bust, the oil crisis, the 
banking crisis, etc. This is a reces- 
sion with all these crises rolled 
into one," says Coviello. 

He believes India presents a 
great growth opportunity for the 
company, which has more than 
doubled its revenues to over $600 
million (Rs 3,000 crore) from $300 
million (Rs 1,380 crore) since its 
takeover in 2006 by EMC Corp- 
oration. *Even though our revenues 
from India are small right now 
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(about 1 per cent of the total), we 
expect it to contribute 4-5 per cent 
of our revenues over the next three 
years, and considering that we are 
growing at 50 per cent compounded 
rate, it’s significant,” says Coviello, 
who also views the tremendous 
growth in mobile phone users in 
the country as an opportunity. 

“| believe 12 phones are sold 
every second in India. With such 
volumes, a tremendous opportu- 
nity exists on that front,” he adds. rr 
market intelligence firm IDC esti- 
mates that worldwide mobile secu- 
rity revenues touched $789 million 
(Rs 3,156 crore) in 2007, and is 


THE INDIA ADVANTAGE 
Why RSA is hot about the India market. 


m Spending on IT security in India is 
unlikely to be affected as much as the other 
markets in the current global slowdown 





፻፪ Indian companies are at the forefront of 
establishing security best practices 
benchmarks 


iB The exponential growth in mobile phone 
users is expected to boost demand for 
security solutions 


m A large pool of technical talent makes 
localisation of R&D easier 








expected to grow to $2.4 billion 
(Rs 12,000 crore) by 2012. 

RSA also sees India as a signifi- 
cant technical talent hub, and is 
planning to hire about 250 engi- 
neers by the year-end. Presently, 
the company derives a bulk of its 
revenues from the financial serv- 
ices vertical followed by the telecom 
and IT services. Coviello, who has 
been meeting his Indian customers, 
believes that they are “cautious” in 
outlook; but to a lesser extent than 
clients in the US and Europe. 

In its recently published Global 
State of Information Security 
Survey, PricewaterhouseCoopers 
(PwC) revealed that of the 7,000- 
odd IT security professionals who 
were surveyed, 44 per cent indi- 
cated they would increase IT secu- 
rity spending, while 31 per cent 
saw security spending remaining 
the same. Only 5 per cent antici- 
pated a dip in spending. The report 
also mentioned that Asian compa- 
nies led by Indian companies were 
establishing security best practices 
benchmarks. 88 
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Increased government spendir can help fight economic slowdown. 
But it won't. And tê reason is not lack of funds. 


MONEY 


Six major heads of government- 
spending and their likely impact. 


Rs 25,000 crore 


on Farm Loans Waiver 

Has offset the dampening effect on 
rural consumption by cushioning 
agricultural incomes with waivers 
amounting to Rs 72,000 crore 
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RIME MINISTER MANMOHAN SINGH’S DIAGNOSIS OF, AND REMEDY 
for, the economic slowdown isn’t too off-the-mark. “I 
think we are in a typical Keynesian situation where there 
is a lack of demand—private sector demand is very 
weak—but, strong government demand, both for social 
services and for physical infrastructure, will provide the essential sta- 
bilisers that our country needs at a time like this,” he had declared 
on October 25. Yet, the antidote has few buyers. 

It’s easy to see why. Even as Singh spoke, Finance Minister P. 
Chidambaram was preparing to beseech Parliament for funds over 
and above budgetary allocations to pay salaries and bills. He 
wanted—and got—additional sums that add up to a third of the to- 
tal Budget he had piloted through Parliament only in May this year. 
Government spending has overshot Chidambaram’s estimates 
mainly on subsidies and rural wage programmes (see Budget 
Busters). Such largesse to the aam aadmi has dominated the UPA gov- 
ernment’s spending agenda since it took office in May 2004. So far 
this year, the Centre has pumped in more than Rs 1,340,000 
crore into rural development (about half of resident Indians’ bank 
deposits), inflating its fiscal deficit by 26 per cent over its last 
year’s level. “It can be taken for granted that the fiscal deficit this year 
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Has protected farm incomes; the 
huge fuel subsidies, which the gov- 
ernment doesn't pay in cash, are 
protecting urban, rural and middle 
class incomes and consumption 








will miss the target,” says Suresh Tendulkar, Chairman of the 
Economic Advisory Council to the Prime Minister. 

The global economic crisis is the Government’s excuse for over- 
shooting the deficit target. “So what if our deficit settles at 3.2 per cent 
instead of 3 per cent? If the target is breached by a few decimal points, 
so be it, because there is a global financial crisis and we are suffering 
the ripple effects of this crisis,” Chidambaram told the Rajya Sabha 
on October 29. He employed this year’s Nobel winner for eco- 
nomics, Paul Krugman’s tip, “this is no time to talk about the 
deficit”, in the Government’s defence, following a scathing attack from 
former Finance Minister Yashwant Sinha on the demand for sup- 
plementary funds. 

The Finance Minister’s defence will be credible if he can turn the 
deficit into an antidote for the current economic downturn. Investment, 
the key driver of economic growth, is slowing down after an average 
rate of growth of 18 per cent in the past five years due to which the 
Reserve Bank of India (RBI) has forecast GDP growth at 7.5-8 per cent 
this year. The volatile cost and non-availability of credit is further slow- 
ing down projects. In such a scenario, public expenditure—the one that 
boosts productive spending—will pump prime the economy. 

Government spending can help or hurt private investment. The best 
kind of government spending is one that aids both asset creation and 
income generation. Such spending, even if financed by higher than tar- 
geted deficit, encourages (crowds in) private investment. However, a 
deficit, especially that does not lead to asset creation, can also hamper 
(crowd out) private investment and therefore stoke inflation. Only gov- 
ernment expenditures designed to boost productive investments to off- 
set the slowdown will pump prime the economy and exonerate finance 
ministers around the globe for rising fiscal deficits. 

It’s not that there are no large dollops of public expenditure taking 
place. The Rs 1,275,000-crore National Rural Employment Guarantee 
Scheme (NREGS), the Rs 25,000 crore on the farm loan waiver scheme 
and the Rs 25,000-crore largesse announced by the Sixth Pay 
Commission (SPC) for central government employees will all put sig- 
nificant sums of money into rural and urban consumer wallets. But all 
these spending programmes were well underway before the global fi- 
nancial crisis hit hard. “The spending, ranging from the farm loan waiver 
to the spc, and its growth effects were factored in by the government 
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LIVING BEYOND MEANS 


The UPA's profligacy has pushed the 
Centre's fiscal deficit beyond the target. 
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Source: Ministry of Finance 


AERIS O 
BUDGET BUSTERS 


The Centre’s overspending has added up to a 
third of the Budget. 


ITEMS ADDITIONAL OUTGO APPROVED 
BY PARLIAMENT 


Fertiliser Subsidy 


Sixth Central Pay Commission Award 
25,929 


Farmer's Debt Relief 


ጾ።ፎመው 15,000 


National Rural Employment Guarantee Scheme 


10,500 
Centre s Assistance to States 4,296.87 
Food Grains Subsidy 4,064 
Payment to IMF for 2,912.67 


India's Quota Increase 


Imported Edible Oil Subsidy 1,000 


All Figures in Rs crore 


Source: Parliament 





Source: Planning Commission, Oil ministry, Union Budget 2008-09, Ministry of Rural Development, Ministry of Finance 
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in February, when it presented the 
Budget... just that the government 
had not included any of it in its ac- 
counting at that time and they were 
all referred to as ‘below the line’,” 
says Rohini Malkani, Economist, 
Citigroup India. Much of the pump 
priming impact of these pro- 
grammes has already been absorbed 
by the economy. And given the ris- 
ing deficit, the government has lit- 
tle additional money to fund a 
“New Deal”-kind of project. Of 
course, government can simply bor- 
row more to fund new pro- 
grammes, but given the shortage 


LI 


"The government frittered away 
the tax bonanza of the past few 
years on populist expenditure" 


Ashima Goyal 
Professor of Economics, IGDR 


of funds in the financial system, a 
stepped-up government borrowing 
will dry up funds (or raise the cost) 
for private sector—a situation 
government is trying to avert. 

Its not that government spending 
hasn't helped create demand. The 
question is whether the demand cre- 
ation Is adequate and more impor- 
tantly, if the demand and asset cre- 
ation is proportional to the money 
spent on these programmes. The 
sporadic effects of government-led 
demand creation are evident. 
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Hyundai, which usually sells 1,000 
cars in a month to government em- 
ployees, sold 3,000 cars to this seg- 
ment in October. The Centre and 
state governments are disbursing 40 
per cent of the Sixth Pay 
Commission Award arrears this year, 
which is beginning to boost white 
goods and automobile demand— 
mostly urban consumption. “The 
spc should have a larger impact on 
consumption as most beneficiaries 
are middle class people," says 
Dushyant Singh, Director, Strategic 
and Commercial Intelligence, KMPG. 
The effect of this expected increase in 


Wi 





“It can be taken for granted 
that the fiscal deficit this year 
will miss the target" 


Suresh D. Tendulkar 
Chairman, Economic Advisory Council 


consumption will show up in the 
third quarter of 2008-09. And, even 
this too, will be counteracted by the 
demand-dampening impact of the 
across-the-board wealth erosion, 
increasing Job insecurity and expec- 
tation of slower income growth. 
Besides, the consuming classes 
can only marginally offset the ef- 
fects of an economic slowdown. 
The poor, the largest chunk of the 
target group for government pro- 
grammes, spend mostly on food, 
though they account for the largest 
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number of votes. “Even if the en- 
tire Government spend on the flag- 
ship poverty alleviation 
programme, the NREGS, were to 
be directed into household 
consumption, it would account for 
less than 1 per cent of annual rural 
consumption of goods and 
services,” says Singh, “It would go 
largely into higher consumption 
of food, and investment expendi- 
ture on building materials.” The 
bulk of the UPA's social spending is 
via the NREGS, which has derailed 
the fiscal deficit over 
unexpectedly high demand for jobs 
even during the agricultural sea- 
son. This points to the rampant 
leakages and mismanagement. 
While the government’s social 
spree has protected farm incomes, 
preventing the bloody food riots of 
the sort seen in several African and 
Asian countries earlier this year, 
including Thailand and Egypt, it is 
also fueling some village con- 
sumption. These spends cannot 
pump prime the economy. 
Increased spending by the govern- 
ment can stimulate a slowing econ- 
omy only if the money spent gen- 
erates incremental demand for 
goods and services. “The old 
Keynesian theory of getting people 
to dig the earth and fill it up again 
is not sustainable,” says Arvind 
Virmani, Chief Economic Advisor 
in the Ministry of Finance. “The 
more the fiscal deficit encourages 
private investment, or economic 
growth, the more sustainable it 
is,” he adds (see Interview with 
Arvind Virmani). Despite the Prime 
Minister’s advocacy of public 
investment on infrastructure, the 
Government has spent Rs 3,862 
crore on road construction this 
year from the Rs 7,180 crore it 
has collected as cess from diesel 
and petrol. “Unfortunately, the 
government has frittered away the 
tax bonanza of the past few years 
on populist expenditure instead of 
using it for the removal of critical 
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“The spending—from the 
farm loan waiver to the 
SPC—were factored in by 
the government when it 
presented the Budget" 


Rohini Malkani 
Economist, Citigroup India 


infrastructure and governance bot- 
tlenecks,” says Ashima Goyal, 
Professor of Economics in the 
Indira Gandhi Institute for 
Development Research. 

To be sure the NREGA’s expen- 
diture of Rs 2,87,615 crore during 
April-September 2008 (equivalent 


FLAGGING INVESTMENTS 


Pump priming the economy will need the 
Centre to focus on boosting investments. 
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to the annual market of the con- 
struction industry in India) on 
construction materials is an ex- 
ception that is propping up some 
industries. “1 ከዩ total demand for 
steel and cement from all sources 
is growing at a faster rate than 
that is coming from the private 
sector with the additional demand 
coming from the government 
schemes,” says Amir Ullah Khan, 
Director, India Development 
Foundation, a Delhi-based 
economic research foundation. 

The question then, is, not over 
funding the pump priming of the 
economy, which is unconstrained, 
assures Virmani, but the efficacy of 
the government machinery. “The 
worry is the government’s record in 
implementing projects,” says 
Tendulkar. The bloated fiscal deficit 
so stoutly defended by Chidambaram 
is, therefore, unlikely to kick start the 
economy by itself. 

Aware that the nature of his 
expenditure programme—no mat- 
ter the size—won’t suffice to revive 
the economy, the Finance Minister 
is resorting to other means. 
Chidambaram’s first rescue pack- 
age for airline companies com- 
prised tax cuts. Then, he has 
goaded public sector banks to 
lower interest rates and increase 
lending to home buyers. Next, he 
is expected to trim duties for the 
jobs-and-export oriented textiles 
industry. These measures, though 
beneficial, given the situation, do 
not amount to pump priming. 

What is needed is a comprehen- 
sive booster dose of steroids to re- 
suscitate the economy; what is being 
offered are incremental shots of pain 
killers that address only those symp- 
toms that become unbearable. Even as 
these medicines are being prescribed 
and purchased, little attempt is being 
made to ensure that they reach the 
right patient in the right dose. Doctor 
Singh’s diagnosis is not off the mark, 
but the delivery is. 8 

(With inputs from Shalini 5. Dagar) 
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It's amazing what one can do with a bit of courage. At Bharti, our dreams have always been bigger than 
resources. And that's what continues to drive us. We have always believed that it is possible to transform t! 
future. To take brave steps and make a difference to the lives of millions of people. That's why we have 
decided to build businesses that have deep impact on society. Like telecom services that connect over £ 
million people across towns and villages. Our chain of retail stores that help people save money and live a 
better life. Financial services that secure the future of millions of people. And most importantly, imparting fr 
education to under privileged children in the remotest areas of India, through hundreds of schools under t! 
Bharti Foundation. Because, we believe that every brave little step can deliver real transformation. 


As we celebrate our fresh, new brand identity, we thank our customers, business partners, shareholders ar 
our tearns for giving us the freedom to dream and helping us deliver real transformations. 
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INTERVIEW WITH 


ARVIND VIRMANI 





hief Economic Advisor 

in the Ministry of 

Finance Arvind Virmani 
spoke to Business Today's Puja 
Mebra about India’s fiscal policy 
under tbe shadow of a global 
financial crisis and an economic 
slowdown at bome. Excerpts: 


On the fiscal stimulus: 

The intensifying global reces- 
sion is slowing industrial growth 
(the growth in the index of in- 
dustrial production is down to 
1.3 per cent in August 2008) 
in the economy. Compared to 
six months ago, growth con- 
cerns are more important than 
inflation worries. In such a sit- 
uation, fiscal stimulus, once an 
area of concern, is now correctly 
being cast the world over as a 
beneficial policy corrective. 


On the fiscal deficit: 

Oil price decline since August 2008 
will lead to wide benefits from the 
October-December quarter on- 
wards—improving the balance of 
trade, the current account deficit, 
inflation and the fiscal deficit— 
which will become visible when 
the data for these quarters is re- 
leased. The fiscal deficit for the 
full year will be better than was 
thought six months ago, and drop 
lower in the second half of 2009 
than in the first. No doubt, the 
full year’s fiscal deficit will be higher 
than last year’s, but this is not a 
problem. A higher fiscal deficit will 
offset the drop in investments re- 
sulting from the global recession. In 
the last five years, 60 per cent of 
GDP growth—at the rate of 8.9 per 
cent per annum—came from in- 
vestments, which rose at an 18 per 
cent yearly rate. There is no need 
to worry if the rate of investment 
growth halves but a larger slow- 
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down will be disturbing. 


On sustainability of the fiscal deficit: 
The old Keynesian theory of get- 
ting people to dig the earth and re- 
fill it is not sustainable. The more 
the fiscal deficit encourages pri- 
vate investment, or growth, the 
more sustainable it is. 
[Infrastructure investment must be 
accelerated to the extent that it is 
physically feasible. Policy meas- 
ures and reforms must also support 
private investment. Since we are 
becoming a middle income coun- 
try, we need to reduce fiscal deficit 
in the long term. I recommend 
freeing up petrol and diesel prices 
over the next 12 months to pre- 
pare for an inevitable rise in oil 
prices once global growth recovers. 


On the impact of higher government 
borrowings on private investments: 
Twelve months ago, we were 
worried about excess demand. 
Now demand is likely to be- 
come too low. Borrowing to fi- 
nance the fiscal deficit will not 
crowd out private borrowing 
because there isn't enough de- 


"THE MORE THE FISCAL DEFICIT ENCOURAGES 
PRIVATE INVESTMENT, THE MORE SUSTAINABLE IT IS." 


mand, which is why a fiscal 
stimulus is needed. 


On quality of fiscal stimulus: 

It is useful to focus on the qual- 
ity of expenditure. The objective 
should be to make expenditure 
accountable, transparent and 
empowering, whatever it be. 
When I worked at the Planning 
Commission, we had written a 
report on the multi-application 
smart card system based on a 
unique ID number for each res- 
ident. The smart card can em- 
power the poor receiver of gov- 
ernment programs, by making 
part of the service provider's 
funding dependent on it. The 
smart card can become the poor 
man's cash on the basis of which 
(s)he can demand proper service. 
If a smart card has been swiped, it 
would mean the service has actu- 
ally been provided, and the gov- 
ernment school or hospital can 
claim/get funds. The system would 
also generate information on what 
programs each person is actually 
getting the benefit of, and which 
people any given program is ben- 
efiting. The proposal is in the sys- 
tem. It was hoped to start imple- 
mentation in June 2008 and finish 
disbursing ID numbers and smart 
cards countrywide by December. 
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On fiscal policy possibilities: 

The Prime Minister and the Planning 
Commission’s Deputy Chairman 
(Montek Singh Ahluwalia) have dis- 
cussed Infrastructure development, 
which must be accelerated by the 
Centre and the state government. 
Policy handicaps must be removed. 
During previous big shocks, gov- 
ernments of high-growth 
economies—like those in Asia— 
accelerated reforms and returned 
to a high growth path. 
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Pricing In an 


Inflationary Downturn 


Given the double whammy of slowing demand and high inflation, companies 
are hard pressed to determine the right price—the price that strikes a 
balance between sales growth and profit margins. A recent McKinsey paper 
provides some SolutionS. CHERI እ. EYINK, MICHAEL V. MARN AND STEPHEN C. MOSS 


ETTING PRICING RIGHT IS ALWAYS A 

challenge in an economic downturn as 

decreasing demand, excess capacity and 

greater price sensitivity all conspire to 

drive down prices. In most downturns, 
the cost of raw materials, feedstocks and other ups- 
tream supplies—as well as the cost to serve cus- 
tomers (for delivering goods, for example)—tends to 
stabilise and even decrease as business activity slows. 
As a result, decreases in downstream prices are, at 
least, partially offset by lower upstream costs. But in 
the current environment, not only is weaker demand 
from the end user making it harder to maintain 
prices, but significantly higher and more volatile input 
costs mean that companies caught in the middle are 
getting hit from both sides. What's a business to do? 
In this unusual downturn, companies need to manage 
the profitability of individual customers and trans- 
actions with greater precision, develop richer in- 
sights into their customers' changing needs and price 
sensitivities, and understand, more clearly, the 
micro-economics that shape their own industries and 
those of their suppliers. We've assembled six tactics 
aimed at maintaining the best possible balance between 
sales volume and profit margins in the current chal- 
lenging environment. 


WATCH FOR SUDDEN SHIFTS 
IN PRICE STRUCTURE 
3. ' » Companies should be vigi- 
lant in monitoring pricing 
policies that reduce rev- 
enue—such as volume dis- 
counts, rebates and cash dis- 
counts—as well as cost- 
to-serve, including freight 
and sales support. In the cur- 
rent downturn, rising costs 
and declining demand can 
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GRAPHICS BY RAMEN SARKAR 





cause these elements to change more dramatically 
and quickly than they have in the past. Declining 
demand means that some customers may be col- 
lecting volume. discounts they no longer deserve. 
Best-practice companies are reviewing, much more 
frequently, their pocket margin waterfalls, which 
show how much revenue companies really keep 
from each of their transactions, and adjusting their 
pricing policies accordingly—for example, by 
adding delivery fuel surcharges to every order. 
Without the extra attention and quick action, ero- 
sion at all points of a transaction can quickly 
destroy profits in times like these. 


MONITOR CUSTOMER-LEVEL 
PROFITABILITY 


Companies should 
use transaction-level 
data to measure pre- 
f- cisely the profitabil- 
- fo _ ity of each customer. 
EC. By doing so, compa- 
f nies can detect if the 
cost to serve particu- 
lar customers or dec- 
lining order volumes 
are nudging those 
customers below tar- 
get profitability lev- 
els. In this downturn, for example, many customer 
groups are becoming simultaneously smaller and 
more costly to serve. One industrial company found 
that more than 20 per cent of its customers had 
fallen below breakeven profitability, forcing it to raise 
prices selectively and, where possible, lower cost-to- 
serve by decreasing delivery frequency, reducing 
sales support or fulfilling orders through 
alternate channels. 
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. Innovation from Bosch: The start/stop system reduces fuel consump- 

a ton and CO, emissions in urban stop-and-go traffic by up to 8%. In 
traffic | jams or at red lights, for example, the system switches off the = 

. engine — and automatically restarts it when things get moving again. Invented fori 

is pon driver stress, saves money and is easy on the environment. 
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ADJUST 10 — CUSTOMER NEEDS 


Downturns always 
prompt changes in 
customer needs and 
in the benefits they 
value when choosing 
a supplier. The dyn- 
amics of the current 
downturn mean that 
such swings can occ- 
ur even more rap- 
idly. In this environ- 
ment, the best com- 
panies are constantly assessing—through market res- 
earch and direct contact—how economics are chang- 
ing for their customers. Even more important, they are 
reacting quickly by retooling their price and benefit 
offerings accordingly. For example, one plastic resins 
supplier who had developed a fast-curing resin (to enh- 
ance capacity of injection molders when the economy 
was strong) has now developed a less costly resin 
that doesn't cure as quickly. The new resin helps 
the supplier's customers decrease costs because mold- 
ers are not running at full capacity during the down- 
turn. With other supplies raising their prices, many 
molders see the slow-curing resin as an attractive 
alternative. As a result, the supplier can maintain its 
profit margins even while selling the alternative resin 
at a lower price. The combination of lower demand 
and higher input costs in the current downturn makes 
it critical to get these kinds of adjustments to the 
cost/benefit balance correct. 





UPDATE PRICE SENSITIVITY RESEARCH 


Dramatic increases 
in energy and food 
prices have made 
consumers much 
more sensitive to 
prices across a wide 
range of product cat- 
egories. Each price 
increase for necessi- 
ties such as food and 
fuel has cut a little 
more from discre- 
tionary budgets, 
sharply increasing 
price sensitivity. 
Market price tests become obsolete after just a few 
months. To get price points right, pricing sensitivity res- 
earch and market price tests should be rerun imme- 
diately to track these changes. 
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MONITOR YOUR INDUSTRY'S 
MICROECONOMICS 


Radical shifts in costs and demand have thrown 1 
viously predictable market pricing mechanisms i 
chaos. Responding correctly requires a keen unc 
standing of the microeconomic forces at play at the : 
ustry level. In one example, a building materials c 
pany found itself in a precarious position as the do 
turn deepened: a precipitous decline in us housing st 
meant diminishing demand, while the costs for : 
materials, energy and transportation were increa: 
rapidly. In response, the company reassessed the i 
ustry's microeconomics, looking, in particular, at 
latest supply, demand and cost dynamics. With this 
ormation, managers cut capacity at a plant in an : 
where the decreased supply would not cause a sh 
age. The capacity reduction, which would have hac 
tle, if any, effect on market prices a year ago, brot 
about a better balance between supply and demand 
kept market prices an estimated 10 per cent higher t 
they would have been without the change. 


STUDY YOUR SUPPLIERS 


The extreme volatility in this 
downturn demands that com- 
panies re-examine the micro- 
economics of not only their 
own industries but also their 
suppliers’ industries. Rece- 
ntly, a specialty chemicals com- 
pany invested in modelling 
the current industry supply, 
demand and cost dynamics 
for one of its primary raw ma- 
terials. By doing so, the company predicted an indu: 
wide, 15 per cent price increase for that raw mat 
three months before it happened—a feat of some 
nificance because there hadn't been an annual p 
increase of more than 5 per cent for that material wi 
the past six years. Suspecting an imminent and unust 
large price increase, the company began adding cla 
covering raw material price increases to its customer c 
racts, a move that would have met extreme resistan 
made after the price increases were announced. Inst 
the move established an industry precedent for pas 
cost increases through to customers. 








About the Authors: Cheri Eyink is a Consultant and Michael Marn i: 
Principal in McKinsey s Cleveland office; Stephen Moss is an Associa 
Principal in the Stamford office. 

This article was first published in September 2008 on the 

The McKinsey Quarterly Website, www.mckinseyquarterly.com. 
Copyright ©2008 McKinsey & Company. 

All rights reserved. Reprinted by permission. 
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“In a year or two, investors will no longer be pushing up prices of stocks 
in sectors like real estate or telecom or financial services or infrastructure. 
Sure, they're all industries whose prospects are bright over the long term. But 
there's a limit to jacking up stock price in anticipation of performances 
expected two to three years down the line” 

Excerpts from the overview to the BT 500 of 2007, in 
Business Today dated December 16, 2007 


AST YEAR, AROUND THE SAME TIME, THE MOOD ON THE STREET WAS 
bullish, with the bull run showing few signs of petering of, and 
the Sensex rampaging into 20,000-plus territory. Although 
the subprime crisis had erupted in the Us, few expected it to imp- 
act the great India story in the way it has now. Yet, there was 
always a fear lurking in the nooks and crannies of Dalal Street and stocks 
in pockets had raced way ahead of fundamentals. Concern over funda- 
mentals of Indian companies were severe in the last two months 
(September-October) when the BsE Sensex fell by almost 38 per cent. 

Those concerns were doubtless valid, what with price-earning ratios 
(P-Es) in overheated sectors like real estate climbing to as high as over 100 
times. But when the equities did come tumbling down, few expected the 
markets to crash with such ferocity. Blame it on the Us subprime crisis, 
greedy investment bankers or slack regulation on Wall Street or the resultant 
tightening of liquidity globally, but back home, a slowdown in the econ- 
omy as well as in corporate earnings was only beginning to make its pres- 
ence felt at the beginning of the year. When that slowdown finally revealed 
itself—now manifest in lower GDP projections and single-digit earnings 
growth for India Inc. in the second quarter of 2008-09—the writing 
was on the wall. The boom has got busted. The benchmark BSE Sensex is 
down by half, real estate is down in the dumps, manufacturers across sec- 
tors are cutting jobs and production, and yesterday's outbound M&A 
adventurists are scurrying for funds needed to pay up for multi-billion dol- 
lar acquisitions made when valuations were near peak levels. 

Amidst such gloomy conditions, the BT 500—where the rankings are 
based on average market capitalisation for the April-October period—serves 
as a handy barometer of India Inc.’s performance in tough times. 
Encouragingly, there are quite a few companies who were able to minimise 
the impact of the global meltdown, and actually show an increase in mar- 
ket value over the previous year’s corresponding period. 

For the sixth year in a row, Mukesh Ambani’s Reliance Industries (RIL) 
grabbed the top slot of India’s most valuable company. Despite the carnage 
on Dalal Street, its average market cap increased by a handsome 


(From L to R) Mukesh Ambani, Ratan Tata and Anil Ambani together 
contro! businesses worth over Rs 8,00,000 crore 











THE BIG BOYS 

IN BEARISH TIMES 
The 10 most valuable 
companies in the BT 500. * 


COMPANY 
AVERAGE MARKET CAP 


Reliance Industries 
§3,07,206.9 


Infosys Technologies 
894,931 


State Bank of India 
[09,816.6 


“E Reliance Communications 


“Includes private sector and PSU companies 
Figures in Rs crore for April-October 2008 


THE BIGGEST GROUPS 


Top three business groups 
by market cap in the BT 500. 


GROUP 
AVERAGE MARKET CAP 


EW Anil Dhirubhai Ambani Group 
2 00.236 


Figures in Rs crore for April-October 2008 


(From L to R) Bharti Airtel’s Sunil Mittal, Tata Steel's 
B. Muthuraman. ICICI Bank's K.V. Kamath and ITC's Y.C. Deveshwar 





Rs 32,400 crore. Younger brother 
Anil, who took another company to 
the stock exchanges this year, 
Reliance Power, wasn't so lucky, 
in taking over his elder brother in 
terms of market cap. The Reliance 
Power listing was expected to pol- 
evault Anil into a bigger league, but 
that didn't quite happen. 

The biggest surprise, however, 
came courtesy the public sector pack, 
where the overall market cap for 
the 50 companies in the list inc- 
reased by almost Rs 1 lakh crore; in 
percentage terms that works out to 
a 10 per cent increase. The biggest 
contributors to the massive rise in 
the value of the state-run compa- 
nies were NMDC and MMTC, whose 
combined market cap increased by 
over Rs 1.3 lakh crore. Although 
the floating stock of these companies 
is less than 2 per cent, the increase in 
their share price shows that the mar- 
ket sees value in them (considering 
there is hardly any operator-driven 
activity in state-run companies). 
Marketmen point out that the gov- 
ernment should take a cue from the 
massive rise and offload some more 
of its holdings in such companies; 
this will help release some pressure 
on government finances and im- 
prove market sentiment. 

If 2007 was the year of real est- 
ate on Dalal Street—some nine 
companies got listed on the exc- 
hanges in that year—the current 
year saw these darlings of the stock 
market falling from grace. The share 
prices of top real estate players like 
DLF, Unitech, and Parsvnath Dev- 
elopers fell like ninepins. DLF alone 
lost over Rs 38,500 crore in market 
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cap during the period of analysis 
in comparison. Unitech’s market 
value fell by a little over 
Rs 18,000 crore. These two com- 
panies alone account for an ero- 
sion of over Rs 50,000 crore of 
market value in the real estate sec- 
tor. The sole real estate company 
that managed to increase its market 
value is Modern India, thanks 
largely to its relatively lower lever- 
aging and a more stable revenue 
model of leasing, rather than 


COMPANY 

BIGGEST ABSOLUTE LOSERS 
Kingfisher Airlines 
-483.25 


Jet Airways (India) 
-384.53 


Ranbaxy Laboratories 
-352.93 


Dish TV India 
-154.11 


Bombay Dyeing & Mfg. Co. 
-103.97 


* Figures in Rs crore 


THE BOTTOM 
LINE BLUES 


Biggest absolute losses in 
the quarter ended September. 



















THE BOTTOM 
LINE BOOMERS 


Top 10 net profit earners 
in the BT 500. 


UB Group’s Vijay 


Mallya (L) with Naresh Goyal 










outright sale (which most real 
estate players follow). 

If banking stocks were ham- 
mered it was more out of fear 
rather than for Indian banks’ exp- 
osure to the subprime crisis 
(which isn’t substantial). The 
biggest victim of negative senti- 
ment and rumour mongering was 
ICICI Bank, whose market value 
eroded by over Rs 27,000 crore. 
Although there are concerns 
about the quality of assets ICICI 
Bank holds, its exposure to Wall 
Street isn't huge—its exposure 


to Lehman Brothers was $80 mil- - 


lion. The notable exceptions to 
the bearish trend are HDFC Bank 
and Axis Bank, with both their 
market values rising. One factor 
cited by analysts for this is that the 
business model of both these 
banks revolves around prof- 
itability rather than asset growth. 

The sectors that bucked the 
turbulent trend are fast moving 
consumer goods (FMCG) and 
pharmaceuticals. The leading 
players in both these sectors were 
successful in either maintaining or 
increasing their market value. 
For instance, in the FMCG space, 
Hindustan Unilever, Colgate- 
Palmolive, Marico Industries and 
Asian Paints saw their market 
value rising. In pharmaceuticals, 
Sun Pharmaceutical, Dr Reddy's 
Laboratories, Ranbaxy Labs, 
Cipla and Glenmark Pharma- 
ceuticals, too, saw their market 
value rising over the pre- 


Rajiv & Sanjiv Bajaj 





TAKE A BOW 
New entrants in the BT 100. 


COMPANY 
AVERAGE MARKET CAP 


se Reliance Power 
45,421.45 


PM unora Port & Special 







5 KSK Energy Ventures 
6,336.53 


* Earlier called Bajaj Holdings and Investments 
Figures in Rs crore for April-October 2008 








THE PSU BANDWAGON 


Top 5 gainers in market cap. 


COMPANY 
ABSOLUTE INCREASE 





wwe State Bank of India 
7,030 


Figures in Rs crore 


١ WHY MARKET CAP MATTERS? 
መ N the stock markets have developed over the years, the share price or 
market capitalisation of a company has become a benchmark for the 
y financial health of a company. Since the stock market looks at future rather 
77 than the past, market capitalisation is a better indicator of a company's value 
- than sales and net profit, which is information that is historical in nature. The 


BT 500 methodology seems particularly appropriate in the current scenario where the 
past profits of companies look impressive, but the future prospects may not be as rosy. 
Also, with the emergence of active merger and acquisition trends, companies use their - 
stock as an alternative currency for the transactions. 


74 BUSINESS TODAY NOVEMBER 30 2 


vious year. Analysts point out that 
sectors like FMCG and pharma- 
ceuticals are defensive in nature, 
which prove to be relatively safe 
havens in uncertain times. 

Long-term sustainability of a 
company is seen once its comes 
out of turbulent times. “This is 
not the first time we are seeing 
such times. The company (Tata 
Chemicals) has gone through such 
phases in the past," says Homi 
R. Khusrokhan, Managing 
Director, Tata Chemicals, which 
acquired US company this year. 
He says the slowdown in the us 
will be offset by Latin American 
countries and new markets. There 
are companies which have ac- 
cepted that the India's corporate 
sector is headed for slowdown 
and aligning themselves with the 
reality. ^Automobiles offtake has 
been hit by high interest rates, re- 
duced liquidity, global financial 
markets and fuel prices," says 
C. Ramakrishnan, Chief Financial 
Officer, Tata Motors. If one rem- 
embers, in 2000 Tata Motors, too, 
had gone through tough times just 
before the launch of Indica but 
came out of it unscathed. 

There is concern for compa- 
nies that raised funds through 
foreign currency convertible 
bonds and the London Inter-bank 
offered Rate. Such companies' 
market value has already fallen 
substantially. 

The sentiment on the Street is 
clearly bearish, and analysts feel the 
market has some way to go before 

it finds its bottom. In a technical 
analysis report, Enam Securities ex- 
pects the Sensex to bottom-out in 
the region of 7,150-6,150. Now's 
the time when the men in the BT 
500 will be separated from the boys. 
This rough patch will provide an 
opportunity for cash-rich players 
to consolidate their positions, and 
result in shakeout of relatively weak 
players. Expect some big changes in 
next year's BT 500. m 
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bility for actions/decisions based on the above. 








REALTY PAINS 





The optimism is all but gone as real estate developers get real about 
their survival chances in a buyer's market. TEJEESH N. s. BEHL 
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HE SECOND QUARTER’S RESULTS CONFIRMED 

in black and red—mostly red—what 

India’s real estate developers had come 

to fear for the past few months: buyers are 

not easy to find, which means unsold 

property, which means losses. The bravado that per- 

sonified people like Sanjay Chandra, Managing 

Director, Unitech, till a few months back, has van- 

ished, leaving behind a furrowed forehead as displayed 
at a recent real estate conference in New Delhi. 

Chandra, who was enamoured of the premium 

accommodation segment, has realised the value of 

pragmatism and is altering his plans. “At the Unitech 
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Nirvana, for instance, instead of our earlier plan of of- 
fering 100 independent villas, we will be offering 
three separate apartments per villa—a total of 300 
units,” says Chandra. (The plot size remains the same.) 

With an interest payout of Rs 900 crore this year, 
Chandra admits that margins are under stress. His 
solution: no discounts to customers. “Input costs—of 
steel and cement—have come down, so rather than giv- 
ing discounts to consumers, we could look at boosting 
our margins,” he says. Unitech is, of course, some- 
what cushioned by the Rs 6,120 crore it got from the 
sale of its 60 per cent stake in telecom venture Unitech 
Wireless to Telenor. 


t 


1 


India’s largest real estate company, DLF, 
too, has not been spared the blushes as it 
saw its top line decline marginally in the 
second quarter of 2008-09 to Rs 3,840.2 
crore from Rs 3,846.3 crore in the first 
quarter of the same year. EBITDA margins 
have also shown a decline of two percent- 
age points in this quarter vis-a-vis the pre- 
ceding quarter. 

“The entire economy is in a 
crisis mode, so it will have an 
impact on the real estate sector,” 
admits Rajeev Talwar, Executive 
Director, DLF. The company, 
which claims its pre-booking 
should keep it comfortably liquid 
till end-2009, is willing to sacri- 
fice growth over the next six to 
12 months to shun risk and could 
push back the hotel venture’s launch 
by 12-18 months. 

It’s an indication of the magnitude of 
the change in market dynamics since 
January this year. “Over the past three 
years, the plans of the realty companies 
were certainly ambitious, led largely by 
economic growth. In fact, the extent of 
expansion on the land-bank front by many 
of these developers was quite unnerving,” 
points out Sanjay Verma, Executive 
Managing Director, South Asia, Australia 
and New Zealand, Cushman & Wakefield. 

While a general price rationalisation 
was on the cards as the end of the boom 
cycle neared, the financial meltdown across 
economies has left real estate companies 
gasping. “This credit 
crunch was unprece- 
dented and it created a 
panic situation, leading 
to a lot of uncertainty 
in the market,” obse- 
rves Verma. 

So much so that 
nobody is willing to bet 
on whether the market has bottomed out or 
not, for lack of data. “There is a huge dis- 
parity between cost and selling price—for 
example in Bangalore’s Vithal Mallya Road, 
prices had risen 200 to 300 per cent in 
just over two years—so yes, there will be 
softening,” asserts Ashish Puravankara, 
Director, Puravankara Projects. 

He also questions the rationale behind 





































THE GREAT FALL 


Localities showing a downward trend in capital value. 





AVG. RATE AVG. RATE % 
JAN '08 


SUB-CITY LOCALITY SEP '08 CHANGE 
EAST Whitefield 3,650 3300 -10 
NORTH Hebbal 3,250 2,950 -9 
ع‎ SOUTH Bannerghatta 2,890 2610 -10 
WEST Rajarajeshwari Nagar 2,930 2620 -!] 
W.SUBURBS Kandivali East 6500 6050  -7 
THANE Thane East 4900 4600 -6 
CENTRAL Bhandup West 6,360 70 -8 
SOUTH Colaba 27,000 24,500 -9 
S.WEST Santacruz East 11,980 11,240 -6 
EAST Mayur Vihar - | 6/40 6,430 -5 
NORTH Pitampura 9430 8440. -10 
SOUTH Greater Kailash 22,000 20,090 -9 
DWARKA Dwarka 6250 5,700 -9 
GURGAON DLF Phase 2 9,550 8970 6 
NOIDA Sector 93 4,660 4120. -12 
NORTH ልጠከ3ቪ[ቨ፤ 2,520. 2,350 -] 
— Š SOUTH Veppampattu 1540 1,390. -10 
 የሀ፪ — PUNE ” Aundh 5,850 4,650 -21 
HYDERABAD — HYDERABAD JNTU 3,390 2700 -20 
STILL BUCKING THE TREND 
Localities showing a rise across cities. 
AVG. RATE AVG. RATE % 
SUB-CITY LOCALITY JAN'O8 — SEP'08 CHANGE 
CENTRAL Indira Nagar 6,100 6,650 9 
BANGALORE - EAST Marathahalli 3,850 4200 9 
NORTH Bellari Road 2400 2720 13 
ANDHERI Andheri West 11,500 12000 4 
CENTRAL Powai 8450 9,500 12 
— SOUTH | Cuffe Parade 67,000 71,000 6 
S.WEST Bandra West 21,800 21,950 1 
EAST I.P. Extension 6,600 7,200 9 
SOUTH Defence Colony 13,980 15,350 10 
WEST Punjabi Bagh 12,100 13,2200 9 
NOIDA Sector 19 4900 5290 8 
CENTRAL T Nagar 7,800 8600 10 
CHENNAI - NORTH 2 Perambur 2200 2410 10 
SOUTH Adyar 11400 12200 7 
EAST Rajarhat 1630 1,750 / 
KOLKATA - NORTH VIP Road 2,030 2 350 16 
SOUTH Anwar Shah Road 3,980 4 550 14 
PUNE - PUNE Kharadi 1180 1,320 12 
HYDERABAD - HYDERABAD Banjara Hills 6900 7450 8 


Figures in Rs per sq. ft 





Source: Makaan.com 
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SATISH KAUSHIK 





“Input costs have come 
down, so rather than 
giving discounts to 
consumers, we could look 
at boosting our margins” 


SANJAY CHANDRA 
MD, Unitech 


the price exuberance. “In places 
like Gurgaon (in NCR), what was 
the basis of the price rise, given 
that it is beset with infrastructural 
deficiencies?” asks Puravankara, 
who has not done any new launches 
in the past one month. 

In fact, in a survey carried out by 
online property search portal 
Makaan.com and shared exclusively 
with Business Today, (see The Great 
Fall) out of the 147 localities across 
seven cities—the NCR, Mumbai, 
Chennai, Bangalore, Pune, 
Hyderabad and Kolkata—72 local- 
ities have shown a negative growth 
in their capital values between 
January 2008 and September 2008. 

“While not everything has gone 
down, our assessment is that this is 
the beginning of a trend and we 
could witness a major correction 
over the next five to six months— 
ranging between 22 and 30 per 
cent,” feels Aditya Verma, Vice 
President and Business Head, 
Makaan.com. 

The fall in capital values is not 
leaving the rental values untouched 
either (see Stagnant Rentals), which 
have either stagnated in the third 
quarter of 2008-09 or are show- 
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“In places like Gurgaon, 
what was the basis of the 
price rise, given that it is 


beset with infrastructural 


deficiencies?” 


ASHISH PURAVANKARA 
Director, Puravankara Projects 





STAGNANT RENTALS 


Residential rental values run out of steam. 


Location Values/ Percentage Mkt 
Month (Rs) Growth Trend 

NCR 

High-End dire 3-month 6-month 

South Central 2,37,500-3,75,000 0 10 <= 

Mid-End ME. t 

Gurgaon — 30600-/65500 0 0 & 


South Central: Defence Colony, Anand Lok, Niti Bagh, Gulmohar Park, 
Hauz Khas Enclave, SM MUR Development Area, Mayfair Gardens, 
Panchsheel Park, Soami Nagar, Sarvodaya Enclave 


MUMBAI 

High-End i 

South 9,00,000-7,50,000 0 0 => 
Mid-End UE Es us 
North-East 65,000-1,25000 0 0 «9 


South: Colaba, Cuffe Parade, Nariman Point, Churchgate North East: Powai 


BANGALORE 

High-End ES i 
East 1,00000-500000 0 0 => 
Mid-End oa 
East 20000-30000 0 -1 => 
East: Marathahalli, Whitefield, Airport Road 

PUNE 

High-End ste | 
North-East 1,25,000-2,75,000 14 14 ብ 
Mid-End i 
South-East 20,000-30000 0 0 <= 
North-East: Koregoan Park, Bundh Garden Road, Kharadi 
South-East: Wanowrie 

CHENNAI 

High-End 

Poes Garden 60,000-1,25000 0 14 & 
Mid-End | = | 

T. Nagar 7500-0 D D o 


Source: Cushman & Wakefield 
t Rising &Stagnant, likely to strengthen 251280301, likely to 
weaken <> Stagnant 
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ing signs of weakening. Even 
commercial and retail prices have 
been socked on the chin. “While 
the global real estate demand has 
slackened, the commercial office 
space has been the worst-hit. Plus, 
there is going to be an oversupply in 
the market as the slowdown in the 
economic growth has affected the 
demand drivers,” explains Abhilash 
Lal, Director, Consulting and 
Research, DTZ. 

Much of this pain, says Verma, 
of Cushman & Wakefield, arose 
due to lack of research done by the 
developers. “There was a huge 
mismatch between rentals and what 
the tenants could possibly earn,” 
he argues. 

This has forced builders like DLF 
to prioritise its retail plans. “Since 
commercial space is always made to 
order, we are not overexposed in 
that segment, though rentals could 
decline in certain areas,” he adds. 

Despite all talk of recovery 
though, the developers’ assurance 
on their companies’ solvency has 
not been bought by the market, as 
the BSE realty index has lost over 80 
per cent of its value since its January 
8, 2008, peak of 13,848. “Most of 
these listed companies are very 
highly leveraged, and while the 
stock prices may have bottomed 
out, the real estate prices haven’t. 
Plus, there’s no flow of credit into 
the sector and sales are sluggish—so 
I wouldn't be surprised if the realty 
stocks face another pulldown,” says 
Nirmal Jain, Chairman & 
Managing Director, India Infoline. 

While times are tough, the 
lowering of interest rates by the 
banks led to a renewed hope among 
the developers that the end-user 
will once again come calling. And 
what if the buyer decides to hold out 
a while longer? “Well, then, sur- 
viving these times would be akin 
to winning an Olympic gold medal,” 
says Puravankara. Some humour in 
grim times—that probably should 
help him stay afloat. 8 
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NO DEPRESSION, 
JUST GROWTH 


Sun Pharma stays ahead of the pack with a clear focus on consistency, 
profitability and some clever moves in its main market, the US. SUMAN LAYAK 
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SUN OUTPERFORM 


Generics of pantoprazole 





Comparatively less : The high-risk 2 57 1 ' 

dependence on the ea ፌር id research business and amifostine doing 

US and Europe eee nent has been hived off well in US, with very 
little competition 
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ILIP SHANGHVI IS NOT 
easy to rattle. The us 
Food & Drug Admin- 
istration had just is- 
sued a warning to his 
US subsidiary Caraco and investors 


took it as a cue to push down his 


company's stock by five per cent. 
But the Chairman & Managing 
Director of Sun Pharmaceutical 
Industries, the domestic leader in 
psychiatry, neurology, cardiology 
therapies, was his usual calm self as 
he spoke to Business Today on the 
evening of November 4, the day 
the markets hammered the stock. 

"This warning allows us to im- 
prove our focus on quality. We ex- 
pect to be back in compliance soon. 
The regulators have visited four of 
our factories in the last one year 
with very limited issues. But we are 
concerned," Shanghvi says over the 
phone as he shuttles between 
meetings in Mumbai. 

Following the FDA caution and 
the 5 per cent fall in the stock price, 
brokerage house Angel Broking 
changed its outlook for the stock 
from buy to neutral. But the next 


day, when the BSE Sensex went ` 


down by 4.82 per cent, the Sun 
Pharma scrip recovered 10 per cent. 

No one will deny Shanghvi his 
right to exude confidence—it has 
been a great 12 months for Sun and 
an even better first half for 2008-09. 
The company has reported a 76 per 
cent year-on-year growth in sales 
and a 134 per cent growth in net 
profits for the quarter ended on 
September 30, 2008, following up 
on a 133 per cent sales growth and 
241 per cent profit growth for the 
quarter ended June 30, 2008. 

And Sun did this when other 
pharma majors were struggling. As 
Ranjit Kapadia, Research Head at 
Prabhudas Lilladher, points out, the 
earnings before interest, depreciation, 
tax and amortisation (EBITDA) mar- 
gin of 45 per cent reported by Sun 
is way ahead of the 35-36 per cent 
achieved by Glaxo, the next best 
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THE SUN RISES 


Sun s share price bucks the trend in the 
pharma sector. 










GlaxoSmithKline Pharmaceuticals 
1,056.95 1.27 
1,070.35 CÁ 
Cipla 
176.05 0.80 
34, — — 
Dr. Reddy's Laboratories ብ 
610.75 "ሬም. 
Piramal Healthcare 
304.6 -26.15 
265  — 9 
Ranbaxy Laboratories 
P 435.85 -61.12 
19045 ጉጤ እትኑሁ፦ 
BSE Healthcare Index 
-29 
277964 WP 


W Closing price Nov. 1, '07 W Closing price Oct. 31, '08 
"V A change (in %) 


in the industry.The strategy has 
been—in the words of Shanghvi— 
“Creating stable businesses and cre- 
ating strong cash flows.” 


First to File Opportunities 
Angel Broking changed its outlook 
on the stock on November 4 after as- 
signing a buy and a target price of 
Rs 1,600 on October 24. Sarabjit 
Kaur Nangra, Research Head at 
Angel, says: “The growth has been 
fuelled by exports to US and that is 
based on the success of its two gener- 
ics—pantoprazole and amifostine. 
The company may sustain this kind 
of growth for another quarter.” 
Both these products were 
launched as a part of patent chal- 
lenges that Sun had filed on estab- 
lished products in the Us—Protonix 
and Ethyol. Being the first to file the 
challenge, Sun gets a 180-day ex- 
clusive period to market its product 
after it is approved by the FDA. Sun 
Pharma seems to be making the 
most of this period now, and 
Shanghvi says that between Sun 
and Caraco there are quite a few 
other first-to-file opportunities wait- 


ing to be exploited. 

“We have abbreviated new drug 
applications (ANDA) for 61 products 
approved in the Us. ANDAs for an- 
other 96 products await approval of 
the USFDA, which include some Para 
IV challenges (patent challenges) and 
within these a few first-to-file (FTF)." 

Shanghvi asserts: *Even if we 
take away the Us exports story, the 
underlying business remains strong," 

The Research Head of Anagram 
Stockbroking, V.K. Sharma, corrob- 
orates Shanghvi, and says Sun's rev- 
enues are not too dependent on the 
US and Europe and that it is pre- 
cisely this factor that has helped Sun 
perform better than the pack. But 
that might change soon. Total ex- 
ports accounted for a little over half 
of sales in the quarter to September 
30. While exports grew by 173 per 
cent, domestic sales grew by a little 
more than 22 per cent. 


Exports and Beyond 


The FDA warning to Caraco is wor- 
rying, say analysts. Himanshu Varia, 
Head of Institutional Sales of 
Brokerage House Asit C Mehta, says: 
"In the context of what happened 
with Ranbaxy, this is a case for sub- 
stantial worry." In February 2007, 
the FDA had shut the us headquarters 
of Ranbaxy Laboratories, in New 
Jersey, following a search by *crim- 
inal investigators". It later banned 
30 generic products of the company, 
which affected Ranbaxy's us sales. 
Kapadia of Prabhudas Lilladher 
sees no immediate concern. “The 
company has said that the Caraco 
warning will not immediately affect 
the sales and no products are being 
withdrawn. Many products that 
Caraco sells in the Us are manufac- 
tured in India and even now Caraco’s 
products are not being withdrawn." 
Shanghvi himself is looking for 
growth on all fronts. “If you look at 
all the product areas that we are 
in, you will see we are at the top in 
six of the therapy areas while we are 
at No. 2, 3, 4 and 5 in the other 
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areas. Sun’s aim, he says, is to be 
within the top three in all the areas 
that it operates in. 

But Hitesh Sharma, National 
Leader of Healthcare Practice at 
Ernst & Young, cautions that the 
first-to-file opportunities might 
just become a little less lucrative in 
the near future. “Over the last 
three to four years, this FTF oppo- 
rtunity has become a little diluted 
as the original patent holder has 
started authorising generics that 
compete in the same space. So, 
we see this as just one more en- 
abler of, and, not just a single 
growth driver for Indian pharma 
industry,” says Sharma. 

Pharmaceuticals is also consid- 
ered a defensive sector from the 
investor’s perspective—an industry 
where demand is not so elastic as 
people continue to buy medicines 
even if there is an economic down- 
turn. And Shanghvi points out: 
“While pharma sector doesn’t per- 
form as well as some of the other 
industries at the time of a boom, the 
effect of an economic downturn is 
also reduced.” The downturn is of 
concern, but he is betting on 
consistency and profitability to 
cushion the impact. 

Kapadia of Prabhudas Lilladher 
points out that between now and 
2010, a lot of pharma multination- 
als will be shutting down their man- 
ufacturing facilities in Europe and Us 
and a lot of this manufacturing will 
shift to Asia through outsourcing. 

“The competition will be 
between India and China and India 
will get preference because the qual- 
ity of scientists here is much better,” 
Kapadia claims. 


Taro & Acquisitions 

There is also the unfinished busi- 
ness of Taro. Shanghvi says Sun 
remains committed to the acqui- 
sition of the Israeli company and 
the tender offer for its shares 
(Taro gets 90 per cent of its sales 
from North America) as well as 
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THE FDA'S WARNING 
TO CARACO x 


un's US subsidiary Caraco 

Pharmaceutical Laboratories re- 
ceived a warning from the US Food 
and Drug Administration about its 


Detroit manufacturing unit. 


Caraco said ina press — 
release: The observations set forth 
in the warning letter include, among 
other things, the inadequate and un- 
timely investigation by the quality- 
control unit of certain incidents at 
the facility contrary to ከር - 
company's standard operating 
procedures. : 


Caraco added: Caraco intends to 
respond promptly and timely to the 
FDA within 15 business days. 

The company is committed to 
working cooperatively and expedi- 
tiously with the FDA to resolve the 
matters indicated in its letter. 


Sun Pharma Chairman and Managing 
Director Dilip Shanghvi said: "We 
are concerned. This helps us improve 
our focus on quality issues. The idea 
is to strengthen Caraco and meet 

the norms." 





the litigation in the courts against 
the Taro management. 

But in the current financial mar- 
ket turmoil, Sun is taking a closer 
look at the debt that Taro will bring 
with it if Sun manages to bag it. 
Before the global credit crisis 
erupted last month, such debt would 
not have been a bother. Taro had a 
net debt of $224 million (Rs 918 
crore) when the two announced 
the deal in May 2007. 

*We are now additionally con- 
cerned about the debt that Taro 
holds. Taro has acknowledged in 
the past that it has defaulted on the 
debt covenants. Such a default can 
potentially trigger either a recall of 
debt or an increase in borrowings 
cost or both, which in turn can re- 
duce the attractiveness of the Taro 
business," says Shanghvi. 

Anagram's Sharma says Sun's 
virtual debt-free status is another 
reason its stock has done better. 

As Shanghvi says, Sun is gener- 
ating a lot of cash so it has no wor- 
ries on the liquidity front. For the 
future, he says, Sun is not looking at 
acquisitions in Europe. “We are 
focussed on the Us market for the 
time being," says Shanghvi. 88 
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INDIAN OUTBOUND 





STORY? 


The global credit crunch has sent yesterday’s outbound heroes 
scurrying for funds to close their billion-dollar M&A transactions. India 
Inc.’s cross-border action has ebbed, for now. RACHNA MONGA 


October 2006: Tata Steel offers to 
buy British steelmaker Corus Group 
for $8.1 billion. November 2006: 
Brazilian rival CSN makes a counter 
bid of $8.4 billion. January 2007: 
Tata Steel outbids CSN and bags 
Corus for $11.3 billion. 


February 2007: Suzlon Energy 
makes a $1.33 billion counter 
bid for Germany-based REpower 
Systems AG. Areva T&D of France 
increases its initial bid by bet- 
tering Suzlon’s initial bid. April 
2007: Suzlon ups its bid, allow- 


ing it to get control of REpower 
for around $1.55 billion. 


September 2008: Infosys makes a 
bid for acquiring consulting major 
Axon of tbe UK for $748 million. 
Days later, domestic rival HCL 


Tata Motors 


C. Ramakrishnan 
CFO 
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ACQUISITION MADE: 
in March 2008. E: Jaguar and Land Rover 


cost: $2.3 billion. 


MODE OF FINANCING: Bridge loan illi 
EC of 
repaid in June 2009. Raised Rs been TUA a 


rights issue. H 
through ADB/ED PD ed plans to raise $600mn 


FUNDS THAT STILL NEED TO BE TIED UP- $600 mn 


CFO-SPEAK: "We have time till J 

and at that time we will think ን 
of raising funds through 

equity-linked instruments" 
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Hindalco Industries | 


Dehu Bhattacharya 
Managing Director 





ACQUISITION MADE: Novelis Inc. in February 2007. 
cost $5.7 billion. 


MODE OF FINANCING: Bridge loan of $3 billion to be 

repaid by November 2008. Raised Rs 5,000 crore froma — 
rights issue, $1 billion from treasury and around $1 billion © 
through a syndicated loan. 


FUNDS THAT STILL NEED TO BE TIED UP: Just raised 
around $1 billion, from a syndicate of global banks. 


MD-SPEAK: “We have an efficient capital 
structure that will allow us to take : 
further leverage. The interest outgo for - 
the bridge loan will be lower now” 


from 34 per cent in Feb 2007 to 90 


Technologies gets into the fray with 
a counter offer that’s 8 per cent 
higher. Days later, Infosys backs out 
from the race for Axon. 


May 2008: Vedanta Group’s Sterlite 
Industries initiates talks to acquire 
American copper mining firm Asarco 
LLC for a proposed $2.6 billion. 
October 2008: Sterlite scales down its 
bid to $2.1 billion. Negotiations are 
still under way as Business Today 
goes to press. 


T’S A REMARKABLE TURN- 
around—in sentiment, con- 
fidence and fortunes. Until 
last year, Indian companies 
were willing to pay virtually 
any price to buy assets or companies 
abroad. Promoters expressed their 
ambitions to “globalise” and be- 
come Indian multinationals, in- 
vestment bankers made hay whilst 
the sun shone, and the media— 


Suzlon Energy 


Tulsi Tanti 
CMD 





both local and international— 
saluted these soldiers of fortune 
who were determined to break 
down domestic barriers and march 
boldly into uncharted territories. 

It's a slightly different story in 
these days of credit crunches and 
battered equities. Billion-dollar trans- 
actions, till recently par for the 
course for Indian promoters, have all 
but dried up. Even smaller deals are 
few and far between, despite assets 
being available at fire-sale prices. 
Robin Banerjee, CFO and Director 
(Finance), Essar Steel Holdings, sums 
up the situation succinctly: “Target 
companies are certainly cheaper 
now. But given the turmoil in the 
credit markets, it makes sense to 
conserve cash rather than go for an 
acquisition at this point of time.” 
The lack of action in outbound 
mergers & acquisitions (M&A) is ev- 
ident in the slump in the numbers in 
2008 (see No Big Deal). 


P.K. Ghose 


: Increased stake in REpower Systems 


per cent in 2008. 


Executive VP & CFO 


For those who’ve already cut 
those mega deals, which include 
India’s biggest conglomerates like 
the Tatas and the Aditya Birla 
Group, now is the time to rustle 
up those billions in prepayments 
and repayments on loans taken to 
bankroll the M&A spree. And that 
task is proving no walk in the park. 
Consider: Tata Motors had planned 
a Rs 4,145-crore rights issue to re- 
pay a bridge loan taken to finance 
the $2.3 billion acquisition of Jaguar 
Land Rover. The stock market crash 
made the rights issue at Rs 340 per 
ordinary share (and Rs 305 per 
share with lower voting rights) un- 
attractive, as the price in the market 
dipped way below the offer price at 
the time of issue. Investors obvi- 
ously chose to ignore the issue. 
Result? The company along with 
the merchant banker to the issue, IM 
Financial, had to subscribe to 60 
per cent of the issue. Whilst this 





| FINANCING 
IS to be financed through a convertibl 


cosr. Around $1.3 billion. * 


: A seven-year loan, which in turn 


j e bond | 
a Tollow-on equity Offering. A rights ieee. i M gings 


Rs 1,800 crore has been scrapped. 
FUNDS THAT STILL NEED TO BE TIED ሀሁ Rig 1 ,000 


i REpo ጣለ an additional 23 per cent stake 


.. CMD-SPEAK: “We | 
With the repayment reo ortable 
our acquisition and 
(TV interview) 


requirement of 
Capex debts” 


"Cost of entire acquisition 


ACQUISITION MADE: General Chemical Industria! 
Products Inc. 


cost: $1 billion. 


MODE OF FINANCING: $500 million through an ECB, $350 
million bridge loan for six months and $180 million 
through internal accruals and stake sale in group 
companies. 


FUNDS THAT STILL NEED TO BE TIED UP: Arranging for 
$350 million bridge loan to repay bridge loan in 
November. 


CF0-SPEAK: "We have put restrictions on 
capital expansion. It's important to 
preserve cash at this point of time" 
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might have given the Tatas an op- 
portunity to increase their stake in 
the automobile giant cost-effec- 
tively—from 33 per cent to 42 per 
cent—it still involved an outgo of 
around Rs 3,000 crore. 

The Aditya Birla-owned 
Hindalco Industries found itself in a 
similar predicament, when its stock 
price fell below its rights issue price 
of Rs 96 per share. The aluminium 
major had floated the Rs 5,047 
crore issue to repay a $3 billion 
bridge loan taken last year to fund 
the $5.7 billion acquisition of 
Novelis Inc. of Canada. With in- 
vestors refusing to bite, the five 
bankers to the issue subscribed to 
40 per cent of the issue, with the 
promoters mopping up to 50 per 
cent. Hindalco has managed to raise 
$982 million from a syndicate of 11 
global banks at 3.15 per cent above 
the Libor (London Interbank 
Offered Rate), and hopes to repay 
the rest of the loan through internal 
accruals and by liquidating treas- 
ury holdings. 

Whilst the Tatas and Birla were 
able to see their issues through, an- 
other cross-border mover, Tulsi 
Tanti of Suzlon Energy, wasn’t so 


SIGNS OF BAD TIMES 


Companies’ fund-raising plans have been hit. 





No Big Deal 
Outbound M&A Deals. 


2006 21.89 


2007 21.43 


2008 14.63* 


Figures in $ billion; *Till Nov. 5 and excluding pending deals. 
Source: Dealogic 


lucky. Suzlon had little option but to 
scrap a Rs 1,800-crore rights issue 
due to lack of investor appetite. The 
company was raising money to in- 
crease its stake in REpower Systems, 
in which it had in June 2007 ac- 
quired a 34 per cent stake; Suzlon 
has hiked it to 90 per cent in 2008. 
It now needs to arrange an equiva- 
lent amount through other sources. 

If the big boys are burning mid- 
night oil to get their financing act to- 
gether, medium-size enterprises 
have little option but hit the brakes 
in their quest for growth. For in- 
stance, the Pune-based Sanghvi 
Movers, a Rs 250 crore crane man- 
ufacturing company, has put on 
hold its plans to spend $2 billion on 
overseas acquisitions. Then there's 
the Kolkata-headquartered Stone 


© Tata Motors along with merchant bankers JM Financial had to subscribe to 
60 per cent of a Rs 4,145-crore rights issue, the proceeds of which are to be 
. used to repay a bridge loan taken for the Jaguar-Land Rover acquisition. — 


© Hindalco's rights issue to repay a $3 billion bridge loan taken to fund the 
acquisition of Novelis, too, was undersubscribed after the stock price fell 
below the issue price of Rs 96 per share. Five banks subscribed to 40 per 
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investor appetite. The company was raising those funds to increase its 


__ Stake in REpower Systems. — 
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© Sanghvi Movers, a Rs 250-crore crane manufacturer, had plans to spend 
.. $2 bn on overseas acquisitions. Those plans have now been put on hold. 


@ Stone India, a supplier of railway equipment, had been scouting for a 
European company in a similar business, but has deferred negotiations. 
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India Ltd., a manufacturer and sup- 
plier of railway equipments, which 
has been scouting for a European 
company in a similar business since 
September. Amitava Mondal, MD 
& CEO, Stone India, says those am- 
bitions have been put on the back- 
burner for now. 

While the sharp drop in market 
valuations makes a case for acqui- 
sitions, it comes at a time when a 
global credit crunch has made banks 
pull back their lending activity, 
thereby affecting the financing of 
acquisition deals. Kishore Srinivasan, 
Executive Director (Structured 
Finance), Avendus Advisors, says a 
lot of deals are stuck because the 
cost of funding has gone up signif- 
icantly. “Earlier banks were will- 
ing to lend at a mark-up of 3-3.5 
per cent over Libor, which has now 
gone up to 6-6.50 per cent. Banks 
now want higher collaterals and 
stringent covenants for lending for 
an acquisition,” adds Srinivasan. 
Bridge finance, under which com- 
panies take a short-term loan to fi- 
nance an acquisition and replace it 
with a mix of long-term loans and 
equity at the end of tenure, is clearly 
out of favour now. 

In such circumstances, cash, and 
companies sitting on cash, is king. 
“Companies that have a cash chest 
are clearly of the opinion that this is 
the best time to buy assets,” says S. 
Subramaniam, Head of Investment 
Banking, Enam Securities Pvt. Ltd. A 
senior executive at a foreign bank, 
on condition of anonymity, reveals 
that that he is advising only cash-rich 
companies to undertake an over- 
seas acquisition. Companies that 
had lined up brownfield and green- 
field expansion plans are now con- 
templating a buyout, which could be 
cheaper than putting up a new proj- 
ect, adds the executive. 

For companies that have made 
the big buyouts, financing may not 
be the only concern. They’ve also 
got to worry about recessionary 
conditions that prevail in markets 
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“Companies that have a 
cash chest are clearly of 
the opinion that this is the 
best time to buy assets” 


S. SUBRAMANIAM, Head (Investment 
Banking)/ Enam 


they have entered, and the sector 
in which they've made the acquisi- 
tion. Reduced demand would mean 
lower production, which in turn 
will mean lower cash flows, thereby 
upsetting plans to retire debt through 
operations. In the steel sector, for ex- 
ample, in which Tata Steel acquired 
Corus of the UK, prices have dropped 
as demand has come off sharply. 
Result? Corus recently announced 
plans to cut production by 1 million 
tonnes over the next three months. 
Back home, Essar Steel, which ac- 
quired Us-based Algoma Steel Inc. 
and a mining company Minnesota 
Steel LLC in 2007, is planning to 
adjust its production capacity in line 
with demand; the Ruia-owned 
group has put employees in Algoma 
Steel under notice in accordance 
with the terms of the Employment 
Standards Act in Canada. The Essar 
Group is in no hurry to make fur- 
ther acquisitions. Earlier during the 
year, the Ruias had made attempts to 
acquire the US-based Esmark for 
$668 million, but subsequently 
backed out after the transaction be- 
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“With the change in the 
market conditions, deal 
structures are likely to be 
more conservative” 


SAMEER NATH, Head (Mergers & 
Acquisitions)/ Citi India 





came too expensive. 

Automobiles players face a sim- 
ilar conundrum as the sector is hit 
by slackening demand. When an- 
nouncing Tata Motors’ results for 
the second quarter of 2008-09 last 
fortnight, Ravi Kant, MD, hinted 
that the commercial vehicle major 
has more than enough on its plate. 
“We are yet to complete the acqui- 
sition of Land Rover and Jaguar 
and will focus on it. We are not 
looking at another acquisition glob- 
ally despite attractive valuations,” 
says Kant. Another Tata Group 
company, Tata Chemicals, which 
acquired Us-based General Chemical 
Industrial Products Inc. for around 
$1 billion in January, says it has 
put restrictions on capital expen- 
diture. “Liquidity is absolutely im- 
portant now. Maintaining a high 
cash reserve is the best way to in- 
sulate oneself in the current mar- 
ket,” says P.K. Ghose, Executive 
ኣኾ and CFO at Tata Chemicals. 

Investment bankers point out 
that the appetite for outbound M&A 
won't go away. What will change, 
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“Banks now want higher 
collaterals and stringent 
covenants for lending for 
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KISHORE SRINIVASAN, Executive Director 
(Structured Finance)/ Avendus 


however, is the structuring of such 
deals. In the bull market, compa- 
nies could go ahead and sign a deal 
even before tying up the finances, 
but now they want to ensure that 
money is tied-up well in advance, 
observes Subramaniam of Enam. 

“The fundamental, strategic rea- 
sons for which Indian companies 
consider M&A have not changed. 
So, we haven’t seen waning of 1በ- 
terest among potential buyers thus 
far," says Sameer Nath, Head (M&A) 
at Citi India. Vishal Kapoor, Head 
(Acquisition Financing), Citi India, 
adds: “With the change in the mar- 
ket conditions, deal structures are 
likely to be more conservative with 
lower leverage and tighter covenants 
as compared to deals done during 
2005 to the first half of 2007, when 
liquidity in the markets was abun- 
dant.” The burning question, how- 
ever, is what happens if a buyer de- 
faults on loan repayments—will the 
bank get recourse to the target asset? 
The Indian outbound brigade will 
be hoping it doesn’t get in a position 
to answer that question. 88 
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Export-dependent IT, biotech and pharmaceutical firms have 
their backs to the wall, with the rupee gyrating and their 
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HEN WILL THE 
western markets 
look up again? 
When will the for- 
eign exchange mar- 
kets stabilise? Don’t know, they 
say, as they scramble to minimise 
the damage. They—scores of com- 
panies in knowledge sectors like 1በ- 
formation technology, biotechnol- 
ogy and pharmaceuticals—are dis- 
covering that there’s no knowing 
the answers in these troubling times. 
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WHAT LOOKS BAD 
* High risk R&D projects may be 
shelved as investors/ VCs get wary 


and, hence, global 
slow down 


rmoil. The road ahea 
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T LOOKS G00D 


Indian companies sd! generic drugs can push 
their products better in developed markets 


Take rr. The fall from grace of 
these rock stars of the stock markets 
has been quick and brutal. As stock 
prices took a beating, the market 
caps of blue-chip rr stocks shrank— 
and their rankings on the BT 500 
fell. Tata Consultancy Services (TCS) 
lost more than a fourth of its market 
cap in the first half of 2008-09 and 
failed to figure among the Top 5 for 
the first time since its listing in 
2004. Wipro fell off Top 10. All the 
Top 5 companies lost market cap in 
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* US companies will outsource R&D work to India 
or will strike partnerships with Indian companies 


double digit percentages. For an 
industry that is India’s beachhead in 
the global knowledge economy, the 
treatment IT has received from the 
markets and investors has been 
painful. So, what’s to blame for IT’s 
plight? For one, the yo-yoing rupee. 
The slowdown in key verticals and 
geographies, and pricing pressures 
are other factors. 

The same factors, in varying 
degrees, have brought grief to other 
knowledge-intensive industries like 


PURUSHOTAM DIWAKAR 


WHAT LOOKS BAD 
* Rupee volatility 


___@ The turmoil in the BFSI sector, which accounts 
for 40 per cent of the industry's revenues 


* BPOs likely to suffer a lot more as clients merge 


or shut shop 


pharma and biotech. And although 
there are exceptions (pharma majors 
Ranbaxy and Sun Pharma have act- 
ually gained in market cap and rank- 
ings), the industry is bracing itself for 
the rough weather ahead. 

With the rupee depreciating by 
close to 19 per cent since the beg- 
inning of 2008 and by almost 
8 per cent last quarter, companies 
that had hedged heavily last year 
bled forex losses. TCS alone clocked 
forex losses of Rs 261 crore in the 
second quarter of 2008-09—more 
than the Q1 forex losses of all the 
Top 5 IT companies put together. 
Add to that drugmaker Ranbaxy's 
forex losses, and the figure comes to 
Rs 570 crore—more than the quar- 
terly revenues of most Tier II iT 
firms. *Unprecedented forex fluc- 
tuations and a liquidity crunch are 
among the biggest challenges that 
the industry faces today," says 
Malvinder Mohan Singh, CEO & 
MD, Ranbaxy Labs, which reported 
a consolidated loss of Rs 394 crore 
in Q3 against a consolidated profit 
of Rs 235 crore for the same quar- 
ter of the previous year. 

Despite talk that sectors like 


SATISH KAUSHIK 


WHAT LOOKS GOOD 
Attrition is likely to come down. Employee costs 


to stabilise 
% Companies May focus on penetrating newel geographi 
* India's cost advantage may € it increase it 


market share in the global markets 


pharma and healthcare are reces- 
sion-proof and are unlikely to be 
impacted in a big way by the global 
credit crunch, the leaders of these 
sectors are wary. “The global eco- 
nomic turmoil has had a significant 
impact on liquidity, interest rates, 
exchange rates and equity markets, 
thereby potentially affecting all com- 





“Unprecedented forex 
fluctuations are among the 
biggest challenges that 
the industry faces today” 


MALVINDER MOHAN SINGH/ 
CEO & MD/ Ranbaxy Laboratories 








panies, which are highly leve 
or have large foreign currency exp 
osures,” says Arun Chandavark: 
Coo, Biocon. 

The credit crunch is like 
adversely affect these comp 
on two fronts. One, it’s like 
freeze, albeit temporarily 
buzzing M&A activity in these sectors. 


"We are evaluating new 
business models, inclu- 
ding contracts based on 
revenue-sharing models" 


N. CHANDRASEKARAN/ 
COO/ Tata Consultancy Service: 
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Two, some high-risk, high-investment 
R&D work may be shelved for now. 
“Companies will definitely go slow 
on M&As in the pharma sector as 
there is too much uncertainty," says 
G.V. Prasad, CEO & Vice Chairman, 
Dr Reddy's Laboratories, which ac- 
quired companies in the Us, UK, 
Italy and Germany over the last 
couple of years, including 
Betapharm Arzneimittel for 
Rs 2,250 crore in early 2006. 

Market watchers also believe 
that R&D projects are likely to be aff- 
ected in the near term. “Und- 
oubtedly, the global financial cri- 
sis will make fund raising more dif- 
ficult for R&D projects of Indian 
pharma companies. Investors have 
become more cautious and risk- 
averse and they may prefer to stay 
away from avenues such as discov- 
ery research where the risk involved 
is higher and the stream of returns is 
uncertain," says Hitesh Gajaria, 
Executive Director, KPMG India. 
He, however, believes that this may 
work in favour of Indian companies 
over time as prudent investors will 
bring money flowing into more 
promising drug pipelines. 

That’s for tomorrow. Today, 
companies are putting R&D projects 
in cold storage. So, Perlecan Pharma, 
Dr Reddy’s drug-discovery-related 
R&D subsidiary, which was hived off 
in 2005, has put on hold all innova- 
tive R&D. Only the other day, 
Perlecan was hailed as an innovative 
model in the Indian pharma industry 
that would de-risk the parent from 
the long gestation involved in drug 
research. It had funding from ICICI 
Venture and Citigroup Venture Cap- 
ital. By June this year, the VCs wanted 
out and sold their stake back to Dr 
Reddy’s, which now plans to amal- 
gamate the company with itself. 

In biotech, companies like the 
Hyderabad-based Bharat Biotech, 
a vaccines major, see testing times 
ahead for the newcomers. 
“Companies that are established 
and have been around for a while 
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will survive. But biotech compa- 
nies that have started up in the last 
three years with vc funding will 
see funds drying up... and will face 
the heat," says Krishna M. Ella, 
Chairman & MD, Bharat Biotech, 
which crossed a milestone rec- 


ently—production and delivery of 
more than 150 million doses of 
Hepatitis B vaccine. Ella plans to 
prune his R&D budget. The casu- 
alties: the company's malarial and 
chikungunya vaccines. 

But not all is lost. The leaders are 
tinkering with their revenue models 
and doing the unthinkable. Tcs, for 
example, is getting into the busi- 
ness of processing passports for the 
government. N. Chandrasekaran, 
COO, TCS, said recently: “We are 
evaluating new business models, inc- 
luding contracts based on revenue- 
sharing models." In the Rs 1,300- 
crore deal with the Ministry of 
External Affairs, spread over six 
years, TCS will receive Rs 174 per 
passport it processes. 

The TCS move to get work at 
home does not mean India has lost 
its traditional cost advantage. “As 
corporations internationally look at 
cutting costs, the Indian offshoring 
model will look even more attrac- 
tive. Moreover, Indian majors have 
near-shore capability now with the 
ability to serve Europe from geog- 
raphies like Poland,” says Arup Roy, 
Senior Research Analyst, Gartner. 

The pharma industry also stands 
to gain here, says Gajaria. “The 
economic crisis in the Us calls for 
aggressive cost-cutting in many areas 
of that economy and healthcare is 
one of them... As a result, the dem- 
and for generics drugs is likely to 
grow further. Indian companies can 
leverage their ability to deliver high- 
quality drugs at cost-effective prices 
in order to strengthen their presence 
in the Us market," he says. 

But, most importantly, the key 
gain in times like these would be a 
change in mindset. Aggressive 
poaching is almost a thing of the 
past in these industries. In the 
pharma sector, Indian and us pha- 
rma players are likely to forge part- 
nerships to keep costs down. 

As Ella says: “Brothers fight only 
during good times. During bad 
times, everybody sticks together." 8 
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RELIANCE INDUSTRIES maintained its top slot for 
the sixth year in a row. ICICI BANK is #1 in assets. 
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TCS is the highest net exporter with foreign TATA 
exchange earnings of almost Rs 10,000 crore. 
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After a demerger on March 31, RONW= Return on networth 
2007, BHIL was renamed Bajaj Auto ROCE=Return on capital employed 
and Bajaj Auto was renamed BHIL + EPS=Eaming per share 


Numbers in brackets indicate negative figure 
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BU 18 months ended Sept, 30. 2007. 8 12 months ended Dec. 31,2006 ቀ 12 months ended Nov, 30. 2007 8 12 months ended Sept. 30, 2008 .ን 6 months ended Mar, 31, 2008 
ይ 15 months ended Dec. 31,2007 ል 12 months ended March 31,2007 ፪ 12 months ended Dec. 31,2087 (99 months ended Dec. 31,2007 + 3 months ended Aug. 31, 2008 
Ci 15 months ended Mar 31. 2068 ቐ 12 months ended Sept.30, 2007 012 months ended Jun. 30, 2008 6 5 months ended Mar 31, 2008 


Figures for companies are standalone unless otherwise mentioned; + Consolidated -esults Source; CMIE Prowess, BSE and company websites 


REAL ESTATE was the biggest loser in 
market cap compared to last year. 
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ይሻ ቓ Indias Most Valuable Private Sector Companies 













RANK COMPANY 













Thomas Cook (India) « 
486 Allied Digital Services 
Hotel LeelaVenture 
31 Infotech — 





Kesoram Industries 





Titagarh Wagons 

Century Plyboards (India) 
Berger Paints India 

SREI Infrastructure Finance 
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SKF india 1 





266 Gujarat State Fertilizers & Chemicals _ 3,043.4 143 
Bilcare 783.0 433 
Bosch Chassis Systems Indias 375.8 675 





Punjab Tractors 


Buts aa 









Madhucon Projects 
Gujarat Alkalies & Chemicals 
Sterlite Technologies 

Jai Balaji Inds. 








Balaji Telefilms 
IVR Prime Urban Developers 
288  Ashapura Minechem 

354 Himadri Chemicals & Inds. 
Asi 















(Xi 18 months ended Sept. 30, 2007 8 12 months ended Dec, 31,2006 ቀ 12 months ended Nov, 30, 2007 ቅ 12 months ended Sept. 30, 2008 .ን 6 months ended Mar 31, 2008 
# 15 months ended Dec. 31,2007 ል 12 months ended March 31,2007 8 12 months ended Dec. 31, 2007 59 months ended Dec. 31, 2007 4 3 months ended Aug. 31, 2008 
(15 months ended Mar 31, 2008 ቐ 12 months ended Sept.30, 2007 12 months ended Jun. 30, 2008 © 9 months ended Mar 31, 2008 


Figures for companies are standalone unless otherwise mentioned; + Consolidated sesults Source; CMIE Prowess, BSE and company websites 


58 NEW COMPANIES made to the 
BT 506 list this year. 
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ED nias Most Valuable Private Sector Companies 


RANK COMPANY 





Rs ርን TOTAL ASSETS(Rs cr 
07 . 2007-08 Rank 
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280 Vishal Retail 370 
Dabur Pharma 426 
Ingersoll-Rand (India) 412 





Adhunik Metaliks 


Bata 18018 8 
Eiectrostee! Castings 
207 Network 18 Media & Invst. 
Ess Dee Aluminium 



















Jyoti Structures 





456 Bannari Amman Sugars 
324 DCM Shriram Consolidated 
Novartis india 


Sanghvi Movers 
874 Modern India 
Austral Coke & Projects 
Geojit Financial Services 








Sandur Manganese & Iron Ores 
CMC 
Polaris Software Lab 
Alok industries | 
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0ኛ 18 months ended Sept. 30, 2007 @ 12 months ended Dec, 31, 2006 ቀ 12 months ended Nov 30, 2007 ቅ 12 months ended Sept 30, 2008. D6 months ended Mar 31, 2008 
# 15 months ended Dec. 31,7007 ል 12 months ended March 31, 2007 8 12 months ended Dec. 31, 2007 9 months ended Dec, 31, 2007 + 3 months ended Aug. 31, 2008 
E 15 months ended Mar, 31, 2008 W 12 months ended Sept. 30, 2007 12 months ended Jun. 30, 2008 © 9 months ended Mar 31, 2008 


Figures for companies are standalone unless otherwise mentioned; + Consolidatec results Source: CMIE Prowess, BSE and company websites 





MODERN INDIA’s market cap has shot up by 
Over six times in the past one year. 
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1 18 months ended Sept, 30. 2007 ብ 12 months ended Dec. 31, 2006 ቆ 12 months ended No 
#1 
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ያኒ 


£ ቅ i2 months ended Sept. 30, 2008 <9 6 months ended Mar 3 
5 months ended Dec. 31, 2007 ል 12 months ended March 31,2007 8 12 months ended Dec. 31, 20€ G9 months ended Dec, 31, 2007 + 3 months ended Aug. 31, 2008 


5 months ended Mar 31. 2008. ቐ 12 months ended 56.30. 2007 :3 12 months ended Jun. 30, 2008 , O 9 months ended Mar 31, 2008 
unless otherwise mentioned, + Consolidated results Source; CMIE Prowess, BSE and company websites 

















SUN PHARMACEUTICALS market cap increased | 
by over Rs 9,000 crore this year over last year. 
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India’s Most Valuable Private Sector Companies 


RANK COMPANY AVERAGE MARKET CAPITALISATION (Rs cr) TOTAL ASSETS (Rs cr) 

2008 2007 Apr-Oct 2008 Apr-Oct 2007 2007-08 2006-07 2007-08 Rank 
451 406 Ratnamani Metals & Tubes 634.2 876.9 901.9 394.2 632.3 499 
452 384 Taj GVK Hotels & Resorts 629.9 - 9698 962.1 1,364.5 383.7 663 
453 712 Lloyds Metals & Engineers 629.3 257.9 540.5 56.0 307.3 731 
454 373 Alembic 628.0 1,026.1 1,015.0 905.2 1,021.7 357 
455 803 5፪[ Manufacturing Co. 626.4 187.7 2448 NL 638.0 493 
456 514 IndiaGlycols ` | | 625.7 524.2 7135 - 3790 1,329.4 310 
457 444 — Gatia Ws thes Pc ary 639 7413 08411 06482  — 5213 905 
458 440 Elder Pharmaceuticals 620.5 754.0 7492 6188 825.8 417 
459 517 Jindal Poly Films 613.9 520.0 578.8 499.0 1,392.8 298 
460 256 Gulf Oil Corpn. 613.5 - 166927 1,690.1 1,756.9 2,479.7 172 
461 530 Country Club (India) 612.6 496.2 673.5 183.2 302.4 736 
462 556 Graviss Hospitality 612.5 453.2 471.6 122.2 314.7 727 
463 386 ICRA 610.8 961.3 911.2 NL 204.0 831 
464 424 Champagne Indage 608.7 827.3 875.2 481.0 550.8 550 
465 415 Unichem Laboratories 607.7 851.2 768.4 916.8 602.1 520 
466 429 008፪31085 Exports 602.6 - 800.9 803.7 1,039.2 913.4 387 
467 327 Cambridge Solutions 602.5 1,245.7 1,066.1 1,047.0 408.4 645 
468 308 ISMT 602.4 13335 12868 11795 18646 226 
469. 588 Dewan Housing Finance Corpn. 599.9 405.8 670.1 356.3 4,494.9 94 
470 539 Whirlpool of India 595.8 481.3 511.3 379.1 1,0885 344 
471 457 Esab India ı 594.0 692.5 683.6 570.1 166.0 870 
472 306 Nucleus Software Exports 591.9 1,352.3 1,213.6 850.5 250.4 784 
473 NL Gokul Refoils & Solvent 588.8 NL NL NL 786.0 431 
474 743 Marksans Pharma 587.4 236.1 462.0 444.2 503.9 573 
475 433 Grindwell Norton « 979.5 780.4 782.9 736.7 587.0 525 
[X] 18 months ended Sept. 30, 2007 © 12 months ended Dec. 31, 2006 ቆ 12 months ended Nov. 30, 2007 » 12 months ended Sept. 30, 2008 O 6 months ended Mar. 31, 2008 
# 15 months ended Dec. 31, 2007 ል 12 months ended March 31,2007 812 months ended Dec. 31,2007 ©9 months ended Dec. 31, 2007 + 3 months ended Aug. 31, 2008 
6 15 months ended Mar. 31, 2008 WY 12 months ended Sept.30, 2007 I 12 months ended Jun. 30, 2008 © 9 months ended Mar. 31, 2008 NL = Not listed 
Figures for companies are standalone unless otherwise mentioned; + Consolidated results Source: CMIE Prowess, BSE and company websites 
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UTV SOFTWARE is the only media company whose 
market cap has increased this year over last year. 





_ SALES (Rs cr) NET PROFIT (Rs cr) PROFIT AS% RONW (%) 
2007-08 2006-07  Q-22008-09 Rank 2007-08 2006-07 0-2 2008-09 Rank when ius 
893.9 620.6 255.0 339 90.0 64.2 23.4 288 10.1 481 | 273 100.0 
259.1 244.2 61.8 691 70.4 64.3 16.3 335 27.2 334 | 258 11.2 
420.3 338.4 174.8 550 22.4 (30.0) 17.9 661 5.3 265 | (50) 0.6) 
10651 7474 306 281 1122 707 15.0 245 105 242 | [7 4 
327 2036 NA 575 44.9 236 NA 466 11.4 259 | 14 29.5 
15833 14073 3494 190 178.5 411 (105 164 MI 44.3 22.7 64.3 
` 5776 4586 . 1584 4465 238 204 ^ 04 |. 645 41 23 15 38 
5761 471.2 1529 467 69.7 492 15.1 339 12.1 19.3 145 | 365 = 
14396 1,141.9 3647 215 132.6 64.8 153 . 2M 92 15.6 133 ` 2959 1 
8/556 7114 238.3 348 25.1 23.0 18 631 2.9 12 39 34 ! 
314.2 153.9 NA 641 65.3 35.1 NA 362 20.8 291 | 18: 42.2 
72.4 53.3 15.7 894 13.0 7.3 0.1 783 18.0 52 | 45 a 
68.7 46.8 23.3 900 - 267 16.1 8.7 610 38.8 178 | 178 26.6 
199.1 1314 433 761 39.8 220 71 512 20.0 18.9 | 14 7.4 
601.7 575.1 179.5 453 777 90.1 35.1 318 12.9 18.5 | 17 1.4 
i 10060. 1048 3530. 27 66: Jg "i በነ 43 11.1 92 | 163 
I 1989 1762 74.0 762 43 (114) 11.0 — 879 22 (7.7) (51) | WA 
1,381.1 13679 4108 221 100.0 1301 202 271 72 17.0 6.6 6.8 
5241 335.0 1608 498 826 484 22.1 303 15.8 20.4 2.1 | 13.6 
20047 16641 4105 145 32.3 (5.3) 17 566 16 136 19 | 25 
399.8 336.0 118.7 570 53.4 42.7 18.1 420 13.4 57.0 57 | 36.7 
2194 1512 55.5 732 60.8 42.9 72 — 386 27.7 338 | 339 [8.8 
20704 15766 NA 138 55.0 26.7 NA 412 27 295 | 211 32 5 
253.2 254.8 68.7 698 14.9 6.9 69 753 59 114 - | 39 0.5 
618.1 434.4 142.8 446 133.5 46.0 15.4 212 21.6 23.5 | 23 9.9 
NA=Not applicable or RONW= Retur 
not available ROCE = Rel 
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www.muthootgroup.com 


"eb bt c 
UMMM AA From Hotels & Resorts to Media, 
ፊፊ NAAA iiil i , E i 
a} 46‹፡፡፡፡ we help invigorate your life. 
Bas E * ib. 
WEM I UNN, | 
— aN : = At The Muthoot Group, age old traditions co-exist in perfect harmony with the modern way ol 
| d Ah o4 life. Which is why for over 120 years, it has continued to blaze trails in new avenues of business, 


1 


while serving its customers with honesty, integrity and determination. Bringing delight to more 


than 40,000 families every day, through over 1000 offices across the nation. 


Toll Free: 1800 200 0101 


Pa, The Muthoot Group 





Unchanging values...in changing times. 


Financial Services | Wealth Management | Money Transfer | Forex | Securities | Vehicle & Asset Finance 
Media | Information Technology | Healthcare | Housing & Infrastructure | Education | Power Generation 
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COMPANY 


Clariant Chemicals (India) 8 
IL&FS Investment Managers 
Timken India s 

Bajaj Auto Finance 
Cholamandalam DBS Finance 





459 





496 372 
497 394 
498 321 
499 595 
500 400 


5 435 


95 Dynamatic Technologies — —— — — .: . — 
Action Construction Equipment —  — ...: .: - 
- Transport Corporation Of India 0 09.9 
Sundram Fasteners 

Forbes & Co. 


Prime Focus 
OCL India 
Merck 1 


. HIMT Global Solutions . °  .:  .: 
Gujarat Ambuja Exports  (.  .  .: 
. Unity Intraprojects - 


Micro Inks s 


Vardhman Textiles 

Wire & Wireless (India) 

Jaypee Hotels 
Pyramid Saimira Theatres — — | 
[x] 18 months ended Sept. 30, 2007 © 12 months ended Dec. 31, 2006 ® 12 months ended Nov. 30, 2007 8 12 months ended Sept. 30,2008 O 6 months ended Mar. 31, 2008 


# 15 months ended Dec. 31, 2007 A 12 months ended March 31,2007 812 months ended Dec. 31, 2007 
ሀ] 15 months ended Mar. 31, 2008 V 12 months ended Sept.30, 2007 


Figures for companies are standalone unless otherwise mentioned; -- Consolidated results 


TEW nis Most Valuable Private Sector Companies 


AVERAGE MARKET CAPITALISATION (Rs cr) TOTAL ASSETS (Rs cr) 
Apr-Oct 2008 Apr-0ct2007 2007-08 2006-07 2007-08 Rank 


546.1 
97.7 
306.1 
3,845.9 
6,524.4 


555 
945 
735 
105 


575.1, 5 
5695 — 
564.8 1,530 — 
5533 — 1164 | 19039 à 3828 
.. ቆ.4 0234 85:2 50933 1125 — 
5021 5996 0261 7725. 406 -- 
508 275993 - 85702 4923 294 
56.0 à à 5379 - 65346 à 4835 — 2443 
. 9582 à 7203 | 7703 | 34086 — 3701 
557.7 11996 - 11185 1,5039 1,244.3 
573 G16. C664 06167 493.2 
5547 — 310586 à— 11351 499. 5 
551.8 — 695 8856 à ^ 60899 1,352.8 
948.9 (0 6777 à $6633 à à 8335 à 4906 
i 5467 930.4. 8900 NL w—— 7[፻3 — 
. 567? à 2032 à 264 ) 813 ^ 9 1087 - 
. 93.8 40:0. 4819  Á— 2972 11300 
; 5405 — 441.0 መለ LB . 3381 ም መ] A 053.2 የመታ. 
7632 846.1 | 669 - 9859 
10342 9482 8520 1,355.5 
9245 8894 16652 42661 95 
535.9 — 12674 13307 23149 4024 
535.4 393.6 647 4117 366.5 
533.7 8995 - 973 - 885 - 7060 - 


08045 — 909 
(13787 10288. 





=. መሙ و‎ —A dE 





893 — 
539.0 — 
936.6 — 








&9 months ended Dec. 31, 2007 
© 9 months ended Mar. 31, 2008 


ት 3 months ended Aug. 31, 2008 
Q 12 months ended Jun. 30, 2008 


Source: CMIE Prowess, BSE and company websites 
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Japan. Source: Wikipedia 


JET AIRWAYS & KINGFISHER AIRLINES’ net losses in Sept 2008 quarter were 
almost double of their losses in full last financial year ended March 2008. 





SALES (Rs cr) NET PROFIT (Rs cr) PROFIT AS% RONW(%)  ROCE(%) ፻፳ (Rs) 
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116 BUSINESS TODAY NOVEMBER ነዑ 2008 


Start Saving Money on Your Company Cars. 
Partner LeasePlan. 


With LeasePlan, you can free up capital by getting 
your cars off the balance sheet and enjoy tax savings 
with our Operational Leasing product. You also 
benefit from our leverage with suppliers. Our clear 
budgeting process leaves the risk of maintenance 
and residual value with us. In other words, outsource 
your fleet to LeasePlan and let your cars improve 
your bottom line. It's easier to leaseplan. 


LeasePlan India Limited 

LP Service Direct: 1860 500 5050, + 91 (124) 466 0000 
ipininfo@leaseplan.co.in 

www.leaseplan.co.in 


* Bangalore ° Chennai * Gurgaon * Hyderabad * Kolkata + Mumbai ¢ Pune 


ባም... m sx: = 


Partner the market Te3der 

e Present in 30 countries 
900 clients in India with over 22,000 cars leased 
7 offices, reach in 100+ cities and 800+ dealer partners 
Complete mobility - from 1 day Car Rental to 5 year Lease 
Proven concept of employee attraction and retention 
Unique value-added services: Fleet Reporting, Anytime 
Replacement car and much more 

e A'Greener' fleet through our GreenPlan product 


Check us out - With 1.3 million vehicles worldwide, we might 
already be doing business with your company somewhere in 
the world! 


ey 69 
LeasePlan 
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NMDC Limited 
(A Government of India Enterprise) 
website: www:nmdc:co:in 
10-3-311/A, Khanij Bhavan, Castle Hills, Masab Tank, Hyderabad - 500 173. A.P, INDIA. 


UNAUDITED FINANCIAL RESULTS FOR THE QUARTER ENDED 30th SEP. 2008 


(Rs. In crore) 
Unaudited Audited 
Year ended 
31-03-2008 





Six months ended 
30-09-2008 30-09-2007 


Three months ended 
30-09-2007 


30-09-2008 











1. a) Net sales / Income from operations 1,617.32 1,111.54 3,290.47 2,193.20 5,711.31 
b) Other operating Income 6.54 13.40 8.43 19.81 30.70 
TOTAL: 1,623.86 | 1,12494 | 329890 | 221301 5,742.01 
2. Expenditure | | | E e 
a) Increase (-)/decrease (+)in stock in trade 7.60 10.00 -18.22 10.13 -30.17 
b) Consumption of Stores & spares 41.57 37.53 76.41 68.91 175.33 
c) Employees Cost 76.58 57.45 141.12 108.99 355.62 
d) Selling Exps incl. Freight out 202.03 107.82 412.74 230.26 518.56 
e) Depreciation & DRE 17.48 15.24 34.38 29.66 63.46 
f) Other Expenditure 76.25 83.56 148.96 145.84 351.57 
TOTAL 149437 _ 
3. Profit from operations before other income i 
interest & exceptional items (1-2): 2,503.51 1,619.22 4,307.64 
4. Other income 420.74 301.46 639.83 
5. Profit before interest & exceptional items (3+4) 2,924.25 1,920.68 4,947.47 
6. Interest - - 
7. Profit after interest but before 
exceptional items (5-6) 2,924.25 1,920.68 4,947.47 
8. Exceptional Items 5 Š 
9. Profit from ordinary activities before Tax (7+8) 1,92068 | 4,947.47 
10, Provision for Tax-Current Tax &FBT 655.22 1,717.08 
-Deferred Tax -0.33 -20.59 
11. Net Profit from ordinary activities after tax (9-10) 1,265.79 3,250.98 
12. Extraordinary Items (net of tax expense Rs.) | - 
13. Net Profit for the period (11-12): ` 126579 3,250.98 
14. Paid-up Equity Share Capital: 132.16 132.16 
Face value per share Rs.10/- Rs.10, 
15. Reserves excluding revaluation reserves 8,157.49 
16. EPS for the Period (Rs.) - Basic and diluted 
before and after extraordinary items 95.78 245.99 
EPS-post split & bonus issue 3.19 8.20 
(Not Annualised) (Annualised) | 
17. Public share holding ብ. 
Number of Shares 6405462 2135154 
Percentage of shareholding 1.62 1.6: 
SEGMENT WISE REVENUE, RESULTS AND CAPITAL 
EMPLOYED UNDER CLAUSE 41 OF THE LISTING AGREEMENT (Rs. In crore) 






Unaudited Audited 
Year ended 
31-03-2008 


Six months ended 
30-09-2008 30-09-2007 


Three months ended 
30-09-2008 30-09-2007 








1. Segment Revenue 
(net sale / income from each segment) 
a) Iron Ore 1,616.44 1,108.46 3,288.69 2,188.73 5,705.32 
b) Other Minerals & Services 0.88 3.08 1.78 4.47 5.99 - 
Total 1,617.32 2,193.20 5,711.31 
Less : Inter segment revenue - 1 - 
Net sales / income from operations 1,617.32 2,193.20 — 5,711.31 
2. Segment Results 
(profit (--) / loss (-) before tax and interest 
from each segment) 
a) Iron Ore 1,658.72 4,490.09 
b) Other Minerals & Services -10.79 -24.36 
Total 4,465.73 
i) Less : interest . 
ii) Add : Other unallocable income 481.74 
net off unallocable expenditure 
Total Profit before Tax 1,435.76 971.12 2,924.25 | 1,920.68 4,947.47 
3. Capital Employed 
(Segment assets-Segment Liabilities) 
a) Iron Ore 615.51 677.57 935.10 
b) Other Minerals & Services -6.45 2.03 -7.12 
c) Other offices 9,340.87 6,244.81 7,148.02 
(1)During the quarter Hon'ble Supreme Court has revoked the suspension of the activities of Panna Diamond Project, subject to complying with certain conditions. The unit is yet to 
commence production. There is no change in the status of UPFO plant, which is under ‘care & maintenence’ (2) It has been decided to lease/shell the plant and machinery of Lalapur 
Silica Project. (3) The Company has received 11 complaints from investors and all of them investors and all of them were disposed off; therefore, complaints lying unresolved at the 
quarter ended 30-SEP-2008 be treated as "NIL". (4) The above results have been reviewed by the Audit Committee at its meeting held For and on behalf of NMDC Ltd. 
on 27-OCT-2008 and approved by the Board of Directors at its meeting held on 27-OCT-2008 at New Delhi. Sd/- 
Place : New Delhi (Rana Som), 


Date : 27-Oct-2008 Chairman-cum-Managing Director 
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WINNING DECISIONS HAPPEN 
WITH FORTUNE ON YOUR SIDE 


Check into a Fortune Hotel and be at the epicentre of business. Be it the convenient location, Wi-Fi connectivity 
or contemporary cuisine, every detail counts. Fortune Hotels, Resorts and Inns - where efficient service and great 


value come seamlessly together for business and leisure travellers across India. 


MAKES GOOD BUSINESS SENSE 


FORTUNE 


BY WELCOMGROUP 
www.fortunehotels.in 
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869 Rohit Ferro-Tech — 

831 Orissa Sponge Iron & Steel 
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Tata Coffee 
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CITIZEN ECO-DRIVE, 
THE WORLD'S 1ST LIGHT POWERED WATCH. 
POWERED BY ANY LIGHT, DRIVEN BY YOU. 





Eco-Drive CALENDRIER 


— — — صصص صصص سس سه سس سم سسب ٠‏ سم هيبي LL‏ 0 

^ Firet € CITIZEN (CITIZEN'S EXCLUSIVE STORE) - Delhi: 1. Greater Kailash-I Market - 41631241. 2. M-54, Connaught Circus - 41517771. Mumbai: 1. Flora Fountain (Opp. Thomas Cook) - 66331494 
2. Borivali (W) - 28333077. 3. Santa Cruz (W) - 32648008. Chennai: 1. Spencer Plaza - 28492760. 2. Ramaswamy Street, T. Nagar - 42641733. Kolkata: 1. City Center - 23584305. 2. Park Mansion, Park Street - 
40017534. Bangalore: 1. Safina Plaza - 25325757. 2. Sri Raghavendra Complex, Jayanagar - 41211511. Agra: TDI Mall, Fathehbad Road - 4014620. Ahmedabad: C.G. Road - 26460700. Baroda: Siddharth 
Complex- 3052165. Calicut: Focus Mall - 3017700. Chandigarh: Sector 17E - 2703251. Coimbatore: Thiruvenkataswamy Road (West) - 2551349. Ghaziabad: Shipra Mall - 2689614. Goa: Communidade Building 
Panjim - 2238882. Guntur: Arundalpet Main Road - 2262966. Gurgaon: Gold Souk - 6522556. Hyderabad: 1. Methodist Complex - 23324686. 2. City Centre Mall, Banjara Hills - 66754497. Indore: Treasure Island 
4215265. Jaipur: 1. Crystal Mall - 5111057. 2. GF - 8, MGF Mall - 5118844. Kochi: 1. M. G. Road - 2383525. 2. Bay Pride Mall - 4025351. Lucknow: Fun Republic Mall - 3915984. Mangalore: Bharath Mall 
4253253. Mysore: D. Devaraj Urs Road - 4246370. Patna: Bibha Complex - 2238808. Pune: Sahajanand Complex - 26348165. Ranchi: Capitol Hill Shopping Complex - 2330323. Secunderabad: Hardy Complex 
66339331. Surat: Anjan Shalaka, Athwa Lines - 2258209. Varanasi: Indraprasth Multiplex - 3294397. Eco-Drive Boutique - Delhi: Johnson Ecodrive Corner, Connaught Place - 41517519. Bangalore: Zimson 
Swiss Watch Boutique, Garuda Mall - 66141020. A/so available at leading watch outlets across the country. 


For Institutional Sales enauiries. e-mail to institutional@citizenwatches cn in Shon online at www firsteitizen in 
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Smart Energy Management 


SADLY, THIS IS THE MOST COMMON VIEW OF 
ENERGY IN INDUSTRY. 





| LUCKILY, THERE IS A WAY TO CORRECT IT. 


| This is the perfect time to take up Way 2 Save" with Conzerv. 
TM | 


| Mau 2 Sav e) . We will provide you with a Remote Energy Consulting Service that will open 
3 d | ways to major savings in energy costs. 





w. isa ር ለ The results, we assure you, are huge enough to lift the financial bottom-line. 






Conzerv is the winner of 


CII National Award for Excellence in Energy Management 2008 Innovative Product- cooLite™ | 
Lighting Energy Saver 


3" IETE Corporate Award for Performance Excellence 2008 in Electronic Instrumentation 


Conzerv Systems Pvt Ltd, 


44P Electronic City East Phase, Hosur Road, Bangalore 560 100 INDIA 
Help Desk 1800 425 0555 Or SMS “ W2S ” to 99017 78080 


www .conzery.com 
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ስ A aa aaa SSS aS A REI jiita لو‎ actio ol FAP ነፉ ን سنو‎ AMAL E Vti ማናር داك عاد‎ ችችችችችችችች9ች Oe NE ور‎ አይል 


፻8 18 months ended Mar, 31, 2008 V 15 months ended Dec. 31,2007 8 12 months ended June 30, 2008 88 12 months ended Jun. 30, 2007 © 9 months ended Mar, 31, 2008 
x 18 months ended Sept. 30,2007 8 15 months ended Jun, 30, 2007 8 12 months ended Dec 31, 2007 € 12 months ended Mar. 31, 2007 988 5 months ended Dec. 31, 2007 
D i5 months ended Mar 31, 2008 2212 months ended Sept. 30, 2008 هد‎ 12 months ended Sept. 30, 2007 © 9 months ended Jun. 30, 2008 


NA=Not applicable or not available NL Not listed ROCE « Return on capital employed Numbers in brackets indicate negative figure Source: CMIE Prowess, BSE and company websites 


Consulting. Outsourcing. Investments. 





Does your defined contribution pension plan leave your 
employees feeling like they are out on a limb? 


Putting a defined contribution plan in place was absolutely the right thing to do for your company. 
But your employees now have more responsibility for their own retirement - a task some are ill-prepared 
to undertake. That's why they need the right information and tools to make the right decisions 
at the right time. 
In a fast-developing pensions arena, your DC plan should have the best design features and most 
appropriate investment options to help navigate market volatility. This will ensure employees are building 
enough wealth for their retirement. 


After all, the more you help your employees plan for tomorrow, the better they'll perform for you today. 


ስ 





TO CALL MERCER 


MERCER 


MARSH MERCER KROLL wwW.timetocallmercer.com 
GUY CARPENTER OLIVER WYMAN Or call us at +91 22 6742 9000 

















|Market Cap Gyrators 


I TOP 10 GAINERS 
: (In %) 
| Shristi infrastructure Devp. Corpn. 


| TOP 10 GAINERS 
| (In Rs crore) 
| Cairn India 
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-8,129.3 
-8,084.9 
-5,810.0 
-5,147.9 
-4,173.4 
-3,790.2 
-3,546.6 
-3,245.3 
-2,912.7 
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Moser Baer India 


TOP 10 LOSERS 
(In Rs crore) 


**BHIL was renamed Bajaj Auto 
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Lakshmi Machine Works | 


TOP 10 LOSERS 
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SALES PITCH Top 10 BY SALES THROUGH THE YEARS 
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The New Entrants to BT 500 and... 


Company 


Alchemist Realty —— 
Assam Co. 


BGR Energy Systems ።. 


Baj aj Auto** 


Bajaj Electricas 


Bajaj Finserv I | ሽ 


— አ. 


685 ከ 
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Edelweiss Capital | 


Future Capital Holdings ae 
Gammon Infra Proj ect ا‎ 
Glodyne Technoserve qe 
Gokul Refoils & Solvent AU" 


Graviss H Hospitality 


Gujarat / Ambuja Exports as 
IL&FS Investment Managers 


881 Infrastructure Developers 
India Glycols 


Indiabulls Secures ሁኑ 


Jai Balaji Inds. 


Jaypee Hotes | 
Jindal Poly Films e 
Jindal South West Holdings - "m 


Jyothy Laboratories 


is mo Ventures => 


**BHIL was renamed Bajaj በለህ 
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Reliance Ind. 





1994 


Rank 2008 
Action C Construction Equipment 484 


44 


H8 
469 

492 
494 
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44 
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.384 
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Hindustan Lever 


Karuturi Global | 424 
Lloyds Metals & Engineers . 453 
Magma Fincorp. . 433 
Marsan መመመ ው መመ 
Mascon Global 493 
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Mundra Port & Special Eco Zone 29 
Onmobile Global 153 
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SEL Manufacturing Co. 45) 
Sandur Manganese & Iron Ores 391 


Sanwaria Agro Oils . d 
Satra Properties (ndia) 347 


ShiamEPC 379 


Solar Explosives | 
Suashish Diamonds - 


n ————— PR 


Tumin sassa ————HRRRPRRRRRRRRRRRRRR 


Titagarh Wagons 3 
Trinethra Infra Ventures | (77498 
Whirlpool Of hi dia omia Er 
Zandu Pharmaceutical Works 3 
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Donear Industries | 344 
Essel Propack 355 
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Hinduja Ventures E 365 
House Of Pearl Fashions - 470 
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Indo Rama Synthetics (India) 444 
Inox Leisure 0 428 


JB Chemicals & Pharma - | 45 
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Kirloskar Pneumatic Co. 
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Marathon Nextgen Realty ES | 
Meghman i Org; inics 4n | 
Mukand m 483 i 


Murli Industries 421 | 


Mysore Cements 4241 
Oriental Hotels 482 | 
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THE GRANDSTAND MARKET CAP LEADERS THROUGH THE YEARS 


1998 


1996 


IDBI 





Bajaj Auto 








Tata Steel - 









Colgate | 


Source: Previous BT 500 listings 
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. 2002 


Hindalco | Reliance 
RPL 


Ranbaxy Dr. Reddy's x Tata Motors 


2004 — 











HDFC ICICI Bank - 





ICICI Bank 






















Being big in value, sales, profits 
or assets 15 one way to get 
entry into the BT 500 universe. 
But that’s not all. The listing 
also includes businesses with 
highest profit margins, top net 
exporters, most efficient capital 
users... and so on. Find them 
all in this 4-page special 
snapshot. Plus: a look at how 4 TOP 10 BY 
BT 500 has changed in the VALUE 
past 16 years. 1 


(RANK) 
RIL 


3,07,207 
(VALUE IN Rs CRORE) 





















BHARTI Al RTEL E dun E 73,241 0 ° Based on market cap between 
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April and Oct. 2008 


5 
L&T 


26,050 
10 


TCS 
19,372 


6 
TATA STEEL 


MARUTI SUZUKI 23,184 


22,002 7 


HINDALCO ITC E x 
22,097 # Based on sales figun ፎኔ T 0 p | 0 


for year ended 


March 31, 2008 BY PROFIT 


1 
TOP 5 BY ASSETS "RIL 
ICICI BANK 4,00,417.11 . 19,506 
Pease 150,149.44 
HDFC BANK 1,33,251.01 
` AXIS BANK 1,09,625.68 WIPRO ` > — 
ዮር | 84,474.18 — T d E ~ zi Based on net profit 


^: figures for year ended 
° RAarch 34 ንሰበ8 
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BANG, BANG, FOR THE BUCK 


TOP RANKERS BY THREE-YEAR RETURNS 
Adj. Adi. 

Closing Closing 

Prive Price 
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Company Apr. 05} 


94.32 12,645.95 

51 6059 
4.63 11,014.47 
259 27615 10,562.16 
316 2286 713418 
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229 66.95 2 
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844 1903 
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2491 — 
12.93 22255 
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CAPITAL USERS 


Figures are Return on Capital Employed (%) 
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ALPHABETICAL INDEX 





RANK COMPANY PAGE 
o 1 11101211 
394 31| Infotech 106 
249 3M india 102 
| um sa n tL AI Ee. 
173 AJA Engineering 100 
675 Aarti industries 128 
940  Aarvec Denims & Exports 138 
61 Aban Offshore 96 
36 ABB 94 
413 Abbott india 110 
555 ል80 infralogistics 124 
231 ABG Shipyard 102 
673 Abhishek industries 128 
58 ACC 96 
835 Accel Frontline 134 
757  Accentia Technologies 132 
484 Action Construction Equipment 114 
46  ለሰ3ቨቭ Enterprises 94 
354  Adhunik Metaliks 108 
715  Adinath Bio-Labs 130 
56 Aditya Birla Nuvo 96 
283  Adlabs Films 102 
837  Ador Welding 134 
642 Advani Hotels & Resorts (India) 126 
306 Advanta India 106 
611 Aegis Logistics 126 
598  Affek 124 
648 Agro Tech Foods 126 
420  Ahluwalia Contracts (India) 110 
609 Ahmednagar Forgings 126 
399 Ajmera Realty & infra India 106 
984 AK Capital Services 140 
98 Akruti City 96 
761  Aksh Optifibre 132 
447 Alchemist Realty 110 
454  Alembic 112 
289 Alfa Laval (india) 104 
253  Alicargo Global Logistics 104 
302 Allied Digital Services 106 
394 Alok Industries 108 
804  Aiphageo (india) 134 
163 Alstom Projects india 100 
411 Amara Raja Batteries 110 
934 Ambalal Sarabhai Enterprises — 138 
52 Ambuja Cements 96 
933  Amradeep industries 138 
156 Amtek Auto 106 
367 Amtek india 108 
118 Anant Raj Inds. 98 
643 Andhra Cements 126 
889. Andhra Petrochemicals 136 
814° Andhra Pradesh Paper Mills — 134 
728 Andhra Sugars 130 
795  Ankit Metal & Power 132 
566 Ankur Drugs & Pharma 124 
834 Ansal Housing & Construction — 134 
329 Ansal Properties & Infrastructure. 106 
580  Anu's Laboratories 124 
508  Apar Industries 122 
182 Apollo Hospitals Enterprise 100 
681 Apollo Sindhoori Capital Invsts. — 128 
236 Apollo Tyres 102 
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RANK COMPANY 


Aptech 

Areva T&D india 

Aries Agro 

Arrow Webtex 

Arshiya international 
Arvind 

Asahi india Glass 
Ashapura Minechem 
Ashok Leyland 

Asian Electronics 

Asian Hotels 

Asian Oilfield Services 
Asian Paints 

Asian Star Co. 

Assam Co, 

Astra Microwave Products 
Astraeneca Pharrna india 
Astral Poly Technik 
Atlanta 

Atlas Copco (india) 
Atul 

Aurionpro Solutions 
Aurobindo Pharma 
Austral Coke & Projects 
Autoline Industries 
Automobile Corpn. Of Goa 
Automotive Axies 
Avaya Globalconnect 
Aventis Pharma 

Axis Bank 

Aztecsoft 





OF COMPANIES 
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BAG Films & Media 
Bajaj Auto 

Bajaj Auto Finance 
Bajaj Electricals 
Bajaj Finserv 

Bajaj Hindusthan 


Bajaj Hindusthan Sugar & Inds. 


Bajaj Holdings & Invst. (BHIL) 
Balaji Distilleries 

Balaji Telefilms 

Balasore Alloys 

Balkrishna industries 
Ballarpur Industries 
Balrampur Ghini Mills 

Banco Products (India) 
Bang Overseas 

Bank of Rajasthan 

Bannari Amman Sugars 
Bartronics india 

BASF India 

Bata India 

Bayer Cropscience 

Bellary Steels & Alloys 
Berger Paints india 

Best & Crompton Engg. 

BF Utilities 

BGR Energy Systems 
Bhagwati Banquets & Hotels 
Bhagyanagar india 

Bhansali Engineering Polymers 


2805 


ጨጨ nin neh SANA ራሳ ሙኤ ኣስ IA NERA UA ana DIA ለሥ ለቅቄ n “ት a e a ሳነ ነ አለሌ ለአ me pi እሶ AMEN ኒል MAL aaa YT ያሽ rry ቅ" ዓንያ. 


RANK COMPANY 


400 
102 
390 
2 

145 


Bharat Bijlee 

Bharat Forge 

Bharati Shipyard 

Bharti Airtel 

Bhushan Stee! 

Bihar Caustic & Chemicals 
Bihar Sponge iron 

Bihar Tubes 

Bilcare 

Bilpower 

Binani Cement 

Binani Industries 

Biocon 

Birla Corporation 

BL Kashyap & Sons 

Bliss GVS Pharma 

Blue Dart Express 

Blue Star 

BOC India 

Bombay Burmah Trdg. Corpn. 
Bombay Dyeing & Mig. Co. 
Bombay Rayon Fashions 
Borosil Glass Works 

Bosch 

Bosch Chassis Systems india 
BPL 

Brigade Enterprises 
Britannia Industries 
Brushman (india) 

BSEL Infrastructure Realty 


C&C Constructions 
Cadila Healthcare 

Cairn India 

Cals Refineries 
Cambridge Solutions 
Carborundum Universal 
Carol Info Services 
Castrol india 

GCL Products (india) 
Ceat 

Centrum Capital 
Centurion Bank Of Punjab 
Century Enka 

Century Plyboards (india) 
Century Textiles & ings. 
CESC 

Chambal Fertilisers & Chemicals 
Champagne Indage 
Chemplast Sanmar 
Chettinad Cement Corpn. 
CHL 

Cholamandalam DBS Finance 
Chowgule Steamships 
Ciba India 

Cinemax India 

Cipla 

City Union Bank 

Clariant Chemicals (India) 
Classic Diamonds (india) 
CMC 

Colgate-Palmolive (india) 





434 
114 
136 
128 
130 

94 
110 
114 
134 
108 

96 


—— —— RD 


RANK COMPANY 


603 
224 
800 
249 
220 
829 
461 
298 
176 
69 
97 
B 


72 

352 
247 
373 
§96 


121 
95 

417 
242 


Confidence Petroleum india 


PAGE 


126 


Consolidated Construction Consort. 102 
Consolidated Finvest & Holdings 132 


Core Projects & Technologies 
Coromandel Fertilisers 
Cosmo Films 

Country Club (india) 

Cranes Software Intl. 

Crisil 

Crompton Greaves 

Cummins India 
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Dabur india 

Dabur Pharma 

Dalrria Cement (Bharat) 
DCM Shriram Consolidated 
DCM Shriram Inds. 

DOW 

Deccan Cements 

Deccan Chronicle Holdings 
Deccan Gold Mines | 
Deep Industries 

Deepak Fertilisers & Petrochem 
Dense india 

Development Credit Bank 


Dewan Housing Finance Corpn. 


Dhampur Sugar Mills 
Dhanalakshmi Bank 

Dhanuka Agritech 

Dhanus Technologies 
Diamond Power infrastructure 
DIC india 

Disa india 

Dish TV india 

Dishman Pharma & Chemicals 
Divi's Laboratories 

DLF 

D-Link (India) 

Dolphin Offshore Enterprises 
Donear industries 

Dr. Reddy's Laboratories 
Dynamatic Technologies 


Eastern Silk inds. 
Easun Reyrolle 

Eclerx Services 
Edelweiss Capital 
Educamp Solutions 
Eicher Motors 
EID-Party (India) 

EIH 

EIH Associated Hotels 
Fimco Elecon (India) 
Elantas Beck india 
Elder Pharmaceuticals 
Elecon Engineering Co. 
Electrosteel Castings 
Electratherm (india) 
Eigi Equipments 

Elpro international 
Emami 


102 
102 
134 
112 
104 
100 

96 
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108 
136 
128 
138 
100 
134 
130 
110 
134 
108 
112 
128 
122 
136 
126 
122 
140 
132 
104 
100 





ዎግ TOGETHER. FREE 


A global leader in consulting, technology and outsourcing, 
Capgemini has 86,000 employees across 36 countries with 
revenues in excess of $13 billion. Our credentials in India are 
equally impressive: 10 years, 18,000 employees and a growing 
client list eager to draw on our international experience. 


At Capgemini, we believe in the Collaborative Business Experience. 
A way of working that partners clients to liberate their latent potential 
and energies, making them more proactive, innovative and 
competitive. The success of our clients and our employees bears 
testimony to our approach. So if you're prepared to take your 
business to a global platform, visit us at: www.capgemini.com 
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RANK COMPANY PAGE 
423 Emco 110 
763 Emkay Global Financial Services 132 
764 Empee Distilleries 132 
838 Empire industries 134 
647 Energy Development Co. 126 
638 English Indian Clays 126 
793 Entegra 132 
276 Entertainment Network (India) — 104 
318 Era infra Engg. 106 
471 Esab india 112 
442 Escorts 110 
364  Ess Dee Aluminium 108 
28  Essat Oil 94 
120 Essar Shipping Ports & Logistics 98 
554 Essel Propack 124 
850 ETC Networks 134 
8583 Euro Ceramics 136 
707  Eveready Industries (India) 130 
922 Everest Industries 138 
158 Everest Kanto Cylinder 100 
422 Everonn Systems india 110 
909 Excel Crop Care 138 
100  Exide Industries 96 
F 

450 FAG Bearings india 110 
818  Facor Alloys 134 
841 Fact Enterprise 134 
829 Fame india 138 
482 FDC 114 
9837  Fedders Lloyd Corpn. 138 
140 Federal Bank 98 
815  Federal-Mogul Goetze (india) 134 
564 Ferro Alloys Corpn. 124 
83 — Financial Technologies (India) 96 
406  Finolex Gables 110 
434  Finolex industries 110 
903 First Winner Inds. 138 
275  Firstsource Solutions 104 
799 Flat Products Equipments (India) 132 
880 Fomento Resorts & Hotels 128 
487 Forbes & Co. 114 
859 Force Motors 136 
267 Fortis Healthcare 104 
957 Fortune Financial Services (India) 140 
730  Foseco india 130 
849 Fulford {india} 134 
199 Future Capital Holdings 100 
8 

879  Gallantt Metal 136 
207 Gammon India 102 
263 Gammon Infrastructure Projects 104 
427 Ganesh Housing Corpn. 110 
796 Garden Silk Mills 132 
549  Garware Offshore Services o 122 
701  Garware-Wall Ropes 132 
380 Gateway Distriparks 106 
457 Gati 112 
699 Gayatri Projects 128 
806 Geefcee Finance 134 
628 Gemini Communication 126 
953 Genesys international Corpn. 140 
530 Genus Power Infrastructures 122 
273 Geodesic 104 
384 = Geojit Financial Services 108 
645 Geometric 126 
440  GHCL 110 
166 Gillette India 100 
222  Gitanjali Gems 102 
168  GSK Consumer Healthcare 100 


$5 GlaxoSmithKline Pharmaceuticals 96 


47 


Glenmark Pharmaceuticals 


94 
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RANK COMPANY PAGE 

492  Glodyne Technoserve 114 
B72 Glory Polytilms 136 
999 GMM Ptaudier 140 
928  GMR Industries 138 
37  GMR infrastructure 94 
512  Godawari Power & ispat 122 
284 Godfrey Phillips india 104 
147 Godrej Consumer Products 98 
94 Godrej industries 96 
466 — Gokaldas Exports 112 
473 Gokul Refoils & Solvent 112 
724 Golden Tobacco 130 
651  Goldstone Technologies 128 
802 Goodricke Group 138 
702 Goodyear india 130 
820 Grabal Alok impex 134 
387 Graphite india 108 
39  Grasim industries 94 
482  Graviss Hospitality 112 
92 Great Eastern Shipping Co. 96 
232 Great Offshore 102 
388  Greaves Cotton 108 
695  Greenply industries 128 
954 Gremach infra. 140 
475  Grindwell Norton 112 
$19  Gruh Finance 122 
605 GSS America Infotech 126 
228 GTL 102 
i148  GTL Infrastructure 98 
332 Gujarat Alkalies & Chemicals 106 
494 Gujarat Ambuja Exports 114 
812 Gujarat Apollo Inds. 134 
215 Gujarat Fluorochemicais 102 
262 Gujarat Gas Co. 104 
139 Gujarat N R E Coke 98 
237 Gujarat Narmada Valley Fertilizers 102 
$59 Gujarat Sidhee Cement 128 
322 Gujarat State Fertilizers & Chem. 106 
460 Gulf Oil Corpn. 112 
944 Gulshan Polyois 138 
103  GVK Power & infrastructure 98 
772 Gwalior Chemical Inds, 132 
H 

526  Hanung Toys & Textiles 122 
877 Harrisons Malayalam 136 
$76  Hatsun Agro Products 128 
210  Havells India 102 
4498 HBL. Power Systems 110 
198 HCL Infosystems 100 
44 HCL Technologies 94 
14 HDFC Bank 94 
349 HEG 106 
987 Helios & Matheson Information Tech. 140 
774 Henkel india 132 
800 Hercules Hoists 124 
855 Heritage Foods (india) 136 
45 Hero Honda Motors 94 
431  Hexaware Technologies 110 
397  HFCL Infotel 108 
430  Hikal 110 
439 Himachal Futuristic Comm. 110 
344  Himadri Chemicals & inds. 106 
533  Himatsingka Seide 122 
35 Hindalco Industries 94 
633  Hinduja Foundries 126 
838  Hinduja Ventures 122 
181  Hindustan Construction Co. 100 
624  Hindustan Dorr-Oliver 126 
568  Hindustan Motors 124 
265 Hindustan 01 Exploration Co. 104 
776  Hindustan Sanitaryware & Inds. 132 
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RANK COMPANY PAGE 
Hindustan Unilever 94 
Hindustan Zinc 94 
Hindusthan National Glass & Inds, 108 
Hitachi Home & Life Solutions (India) 128 

777 Honda Biel Power Products 132 

337 Honeywell Automation india 106 

303 Hotel Leelaventure 106 

768 House of Peart Fashions 132 

84 Housing Devt. & infrastructure 

11. Housing Devt. Finance Corpn. 

172 HT Media 100 

49.1 HTMT Global Solutions 114 

| 

294  ibni8 Broadcast 104 

230 [ነ] India 1 

8 ICICI Bank 94 

453 ICRA 112 

288 ICSA (India) 104 

26 idea Cellular 94 

885  iFGL Refractories 136 

989 15 Petrochemicals 140 

866  !KF Technologies 136 

477 IL&FS Investment Managers 114 

320  IL&FS investsmart 106 

851  indage Restaurants & Leisure 136 

128 india Cements 98 

458 india Glycols 112 

138 India infoline 98 

826 india Steel Works 134 

79 = Indiabulls Financial Services 96 

71 Indiabulls Real Estate 96 

875  indiabulls Retail Services 136 

243  indiabulls Securities 102 

90 Indian Hotels Co. 96 

112 indian Hume Pipe Co. 130 

688  indianivesh 128 

557 Indo Rama Synthetics (India) — 124 

590 indo Tech Transformers 124 

630  indoco Remedies 126 

704  indowind Energy 130 

711  indraprastha Medical Corpn. 130 

747 indus Fila 130 

200  indusind Bank 100 

714  ineos ABS (India) 130 

198 info Edge (india) 100 

941  info-Drive Software 138 

653  infomedia 18 128 

3 infosys Technologies 94 

327  infotech Enterprises 106 

184 ING Vysya Bank 100 

353  ingersoll-Rand (India) 108 

517 Inox Leisure 122 

802 intra Infotech 134 

B08 {OL Chemicals & Pharmaceuticals 134 

738 IOL Netcom 130 

819 ion Exchange {India} 134 

292 ipca Laboratories 104 

194 IRB infrastructure Developers 98 

468 (SMT 112 

154  ispat industries 100 

975 15፲ 140 

827 iT People (india) 134 

9 "mc 94 

687 {TD Cementation india 128 

342 VR Prime Urban Developers 106 

125  IVRCL Infrastructures & Projects 98 

4 

823 J Kumar Infraprojects 134 

12b JM Financial 98 

632  Jagatjit Industries 126 

208  Jagran Prakashan 102 
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RANK COMPANY PAGI 
334 Jai Balaji inds. 10€ 
77 = Jai Corp ዌ 
142 Jain Irrigation Systems 9t 
34  daiprakash Associates 94 
177 Jaiprakash Hydro Power 10( 
174 Jammu & Kashmir Bank 10 
955 damna Auto Inds. 14 
913 Jay Shree Tea & Inds. 138 
553  Jayaswal Neco Inds. 124 
87  Jaybharat Textiles & Real Estate 96 
499 Jaypee Hotels 114 
604 JB Chemicals & Pharmaceuticals 12€ 
481 JBF industries 11« 
789 JCT 13% 
854 JCT Electronics 12t 
131 Jet Airways (India) 9t 
970  Jhaveri Flexo india 14 
2656 Jindal Drilling & Inds. 10¢ 
966 Jindal Photo 14 
459 Jindal Poly Films 11: 
164 Jindal Saw 100 
399 Jindal South West Holdings 10€ 
24 Jindal Steel & Power 94 
610 Jindal Worldwide 12€ 
386 JK Cement 108 
521 JK Lakshmi Cement 122 
728 JK Paper W 13¢ 
599 JK Tyre & Inds. 124 
612 JMC Projects (India) 12€ 
742 Jolly Board 13 
227 JS 10% 
48 JSW Steel ፍ 
111 Jubilant Organosys 9t 
778 Jupiter Bioscience 13% 
388  jyothy Laboratories 10€ 
371  Jyoti Structures 10€ 
K 

904 K Sera Sera Productions 136 
745 Kajaria Ceramics 18( 
778  Kalindee Rail Nirman (Engineers} 13: 
996 Kalpana Industries 11 
195 Kalpataru Power Transmission 10( 
412  Kalyani Steels 11( 
890 Kamat Hotels (India) 13¢ 
878  Kanoria Chemicals & Inds. 13 
257 Kansai Nerolac Paints 10: 
244 Karnataka Bank 10; 
246 Karur Vysya Bank 10; 
424  Karuturi Global Tif 
623 Kaveri Seed Co. 1፪ 
967  Kavyveri Telecom Products 14 
593 KCP 124 
769  KCP Sugar & Inds. Corpa. 132 
218 KEC International 102 
720 Kei industries 13 
567 Kemrock industries & Exports — 124 
515 Kennametal india 122 
924  Kernex Microsystems (India) 13 
311  Kesoram Industries 10€ 
681 Kewal Kiran Clothing 12€ 
617  Khoday India 12€ 
919  kiitch Drugs (india) 13€ 
264 Kingfisher Airlines 104 
752 Kiri Dyes & Chemicals 132 
238  Kirloskar Brothers 102 
547- Kirloskar Electric Co. 122 
575  Kiroskar Ferrous Inds. 124 
256 Kirloskar Oil Engines 104 
539  Kirloskar Pneumatic Co. 122 
523 KLG Systel 12% 
784  KNR Constructions 13; 


AIMS established in the year 1994, is one of the most sought 
institutes for undergraduate and post graduate programmes. 





MPOWERING MINDS 


oo 


PROGRAMS OFFERED 


|. UNDERGRADUATE 
` BBM > B.COM > BA > BCA > BHM 
POSTGRADUATE 


MBA > PGDM » PGDITM > MCA > M' 
| » MSW > MA (ENG) 











RANK COMPANY PAGE 
665  Kohinoor Foods 128 
901 Kotte Patil Developers 122 
32 Kotak Mahindra Bank 94 
613 Kothari Products 126 
193  Koutons Retail India 100 
536 KPIT Cummins infosystems 122 
608  KPR Mill 128 
668 KRBL 128 
857 Krishna Lifestyle Technologies 136 
217 ዚ5 015 102 
518 KSB Pumps 122 
85 KSK Energy Ventures 96 
251  KSL & Industries 104 
t l 

271 Lakshmi Energy & Food 104 
286 Lakshmi Machine Works 104 
543 Lakshmi Vilas Bank 122 
864  Lanco Global Systems 136 
964  Lanco Industries 140 
75 anco Infratech 96 
845 Landmark Property Devp.Co. 134 
7. Larsen & Toubro 94 
801 LKP Finance 138 
719 Lloyd Electric & Engineering 430 
453 Lloyds Metals & Engineers 112 
805 Lloyds Stee! inds. 134 
911 Logix Microsystems 138 
658 Lok Housing & Constructions 128 
982  Lumax Industries 140 
91 Lupin 96 
Ni ur m ቺም gt 
781 Mac Charles (India) 132 
739 Macmillan india 130 
331  Madhucon Projects 106 
277 Madras Aluminium Co. 104 
152 Madras Cements 100 
433 Magma Fincorp 110 
728 Maharashtra Scooters 130 
219 Maharashtra Seamless 102 
50 — Mahindra & Mahindra 94 
178 Mahindra & Mahindra Fin. Services 100 
378 Mahindra Forgings 108 
235 Mahindra Lifespace Developers 102 
860 Mahindra Ugine Steel Co. 136 
717  Maithan Alloys 130 
576 Man industries (india) 124 
527 Mariaksia 122 
787  Manali Petrochemical 132 
822  Manappuram General Fin. & Leasing 134 
694 Mangalam Cement 128 
733  Mangalore Chemicals & Fertilizers 130 
719  Manugraph india 130 
585 Marathon Nextgen Realty 124 
544 Marg 122 
137  Marico 98 
474  Marksans Pharma 112 
33 Maruti Suzuki India 94 
483 Mascon Global 114 
369 Mastek 108 
181 Matrix Laboratories 100 
436 Mavens Biotech 110 
134 Max India 98 
161  Maytas Infra 160 
917 McDowell Holdings 138 
380 Mcleod Russel india 108 
561 McNally Bharat Engg. Co. 124 
649  Megasoft 126 
531 Meghmani Organics 122 
228 Mercator Lines 102 
490 Merck 114 
319 MIC Electronics 106 
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RANK COMPANY PAGE 

496 Micro Inks 114 
74 Micro Technologies (India) 130 
978  Mid-Day Multimedia 140 
810 Milkfood 134 
9859 Millennium Beer inds. 140 
656 Minda Industries 128 
285  Mindtree 104 
755  Mirc Electronics 132 
974  Mirza International 140 
382 Modern india 108 
927 Money Matters Financial Services 138 
189 Monnet ispat & Energy 100 
298 Monsanto India 104 
$82  Morepen Laboratories 124 
213 Moser Baer india 102 
189  Motherson Sumi Systems 100 
258 Motilal Oswal Financial Services 104 
524 Mount Everest Mineral Water 122 
114  MphasiS | 98 
278 MRF 104 
858  MSK Projects (india) 136 
700  MSP Steel & Power 128 
805  Mukand 122 
807  Mukta Arts 134 
29 Wundra Port & SEZ 94 
973  Munjal Showa 140 
597  Murli Industries 124 
54] MVL 122 
534 Mysore Cements 122 
Oe Ae as A to 
942 Nagarjuna Agrichem 138 
148 Nagarjuna Construction Co. 98 
268 Nagarjuna Fertilizers & Chemicals 104 
784  Nahar industrial Enterprises 132 
893  Nahar Spinning Mills 136 
556 Nalwa Sons invsts. 124 
780  Natco Pharma 132 
233 Nava Bharat Ventures 102 
735 Navin Fluorine int. 130 
441 Navneet Publications (india) 110 
988 ክር! Industries 140 
542 Nectar Lifesciences 122 
965 Neicast 140 
884  Nelco 136 
448  Nesco 110 
43 Nestle India 94 
363 Network 18 Media & Invst. 108 
214 New Delhi Television 102 
985  Nicco Corpn. 140 
293 NIIT 104 
438 NIIT Technologies 110 
767  Nilkamal 132 
921  Nippo Batteries Co. 138 
683 Niron 128 
208  Nirma 102 
584  Nitco 124 
562 Nitin Fire Protection Inds. 124 
595 እርር] 124 
429 Noida Toll Bridge Co. 110 
356 Northgate Technologies 108 
374 Novartis india 108 
671  NRB Bearings 128 
821 Nu Tek india 134 
472 Nucleus Software Exports 12 
677 Numeric Power Systems 128 
TEN መ 
489  OCL India 114 
825  OCL iron & Stee! 138 
708 Of Country Tubular 130 
721 Om Metais infraprojects 130 
182  Omaxe 106 
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RANK COMPANY PAGE 
547 Omnitech Infosolutions 134 
183 Onmobile Global 100 
165 Opto Circuits (india) 100 
63 Oracle Financial Services Software 96 
340 Orbit Corporation 106 
268 Orchid Chemicals & Pharma 104 
938 Orient Abrasives 138 
444 Orient Paper & inds. 110 
548 Oriental Hotels 122 
552 Orissa Sponge tron & Stee! 124 
583 Oscar Investments 124 
P ` "E 
520 Page Industries 122 
221  Panacea Biotec 102 
801  Panchmahal Steel 134 
760 Panoramic Universal 132 
93  Pantaloon Retail (india) 96 
687  Panyam Cements & Mineral inds. 128 
723 Paper Products 130 
842 Paramount Communications 134 
895  Parekh Aluminex 136 
951  Parenteral Drugs (india) 140 
771 Parle Software 132 
165  Parsoli Corporation 132 
180  Parsvnath Developers 100 
187 Patel Engineering 100 
150  Patni Computer Systems 98 
248 Peninsula Land 102 
579  Pennar industries 124 
870 Petron Engineering Construction. 136 
280 Pfizer 102 
703  Phaarmasia 130 
572 Phillips Carbon Black 124 
592 Phoenix Lamps 124 
187 Phoenix Mills 100 
143  Pidilite Industries 98 
881 Pioneer investcorp 136 
639 Piramal Glass 126 
80 Piramal Healthcare 96 
528 Piramal Life Sciences 122 
308  Plethico Pharmaceuticals 106 
383 Polaris Software Lab 108 
684  Polypiex Corporation 128 
151  Praj Industries 100 
874  Prajay Engineers Syndicate 124 
239  Prakash industries 102 
578 Pratibha Industries 124 
§74 Premier 128 
905  Pricol 138 
488 Prime Focus 114 
981 Prime Property Devp. Corpn. 140 
992 Prime Securities |. 140 
389 Prism Cement 108 
780 = Prithvi Information Solutions 130 
179 P&G Hygiene & Health Care 100 
229 Provogue (India) 102 
307 PSL 106 
952 PTL Enterprises 140 
70 Punj Lloyd 96 
894 Punjab Chem, & Crop Protection 136 
325 Punjab Tractors 106 
127  Puravankara Projects 98 
223 PVP Ventures 102 
573 PVR 124 
900 Pyramid Saimira Theatres 114 
ü 

930  Quintegra Solutions 138 
e ل‎ PNIS 
396  Radico Khaitan 108 
9810 Raghav Industries 138 
290 Rain Commodities 104 





RANK COMPANY PAGE 
972  RajTelevision Network 140 
B80 —Rajapalayam Mills 136 
288 Rajesh Exports 104 
977  Rajshree Sugars & Chemicals 140 
502 Rallis India 122 
869 Rama Newsprint & Papers 136 
655 Ramco Industries 128 
892 Ramco Systems 136 
783  Ramkrishna Forgings 132 
786  Ramsarup industries 132 
41 Ranbaxy Laboratories 94 
907  Rane Holdings 138 
451  Ratnamani Metals & Tubes 112 
318 Raymond 106 
197 Redington (india) 100 
835  Refex Refrigerants 126 
84 ክ8 Agro 96 
21 Reliance Capital 94 
4 Reliance Communications 94 
297 Reliance industrial infrastructure 104 
1 Reliance Industries 94 
31 Reliance Infrastructure 94 
49 Reliance Natural Resources 84 
10 Reliance Petroleum 94 
15 Reliance Power 94 
157 Religare Enterprises 100 
696 Religare Technova 128 
994 Repro india 140 
402 Responsive Industries 110 
949  Hestile Ceramics 138 
518  Resurgere Mines & Minerats Inida 122 
686 Revathi Equipment 128 
931  Richa industries 138 
734 Rico Auto Inds. 130 
748 Riddhi Siddhi Gluco Biois 130 
881 Rohit Ferro-Tech 124 
991 Rollatainers 140 
122  Roita india 98 
751 Royal Orchid Hotels 132 
883 RSWM 136 
627 Ruby Milis 126 
511  Ruchi Infrastructure 122 
278 Ruchi Soya Inds. 104 
eee ርር UR NER = 
260 5 Kumars Nationwide 104 
407 SRF 110 
380  Sadbhav Engineering 108 
532 Sagar Cements 122 
545 Sahara One Media & Entertainment 122 
831 Saint-Gobain Sekurit india 134 
718  Sakthi Sugars 130 
990 SAL Steel 140 
391  Sandur Manganese & iron Ores 108 
317 Sanghi industries 106 
381  Sanghvi Movers 108 . 
948  Sanra Softwate 138 
414  Sanwaria Agro Oils 110 
377 Sarda Energy & Minerals 108 
923  Saregama Indía 138 
577  Sasken Communication Tech. 124 
886 Sat industries 136 
945  Sathavahana ispat 138 
347  Satra Properties (India) 106 
22 Salam Computer Services 94 
935 Saurashtra Cement 138 
614 Savita Chemicals 126 
550  Seamec 124 
971 Sejal Architectural Glass 140 
485 SEL Manufacturing Co. 112 
$15 Selan Exploration Technology 126 
55 Sesa Goa 96 


Any location becomes a productive office with the right 
equipment. Like Kyocera copiers, printers and Multi-Function 
Printers with ECOSYS* proprietary technology that delivers higher 
performance with longer maintenance cycles. Our eco-friendly 
technology also reduces replacement parts and waste while 
increasing recyclable components. Kyocera technology absolutely 
delivers on every factor to minimize your Total Cost of Ownership. 
And that's the bottom line for any office, wherever it may be. 


* Kyocera’s acclaimed concept of environmentally-friendly products. 
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2007 highly prestigious 2007 KM-8030 awarded 2005, 2006, 2007 and 2008 
5 star "EXCEPTIONAL" "Highly Reliable" in voted "Editor's Choice" in leading guide 
award by end-users survey. 2,000,000-impression durability test. for office equipment. 


For additional information, please contact: 


KYOCERA MITA India Private Limited 
First Floor, ORCHID CENTRE Sector-53, Golf Course Road, Gurgaon,India 


Tel:0124-4671000 Fax:0124-4671001 





www. kvoceramita.com 
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RANK COMPANY PAGE 
887  Seshasayee Paper ይ Boards 136 
900  Setco Automotive 136 
893  Shalimar Paints 140 
506 Shanthi Gears 122 
883  Shardul Securities 134 
987 Sharon Bio-Medicine 140 
744  Sharyans Resources 130 
836  Shasun Chemicals & Drugs 134 
300 Shaw Wallace & Co. 104 
979 Shilpa Medicare 140 
946 Shiva Cement 138 
185  Shiv-Vani Of & Gas Exploration 100 
339 Shoppers’ Stop 106 
509 Shree Ashtavinayak Cine Vision 122 
204 Shree Cement 102 
776 Shree Digvijay Cement Co. 132 
144 Shree Global Tradefin 98 
698 Shree Ram Urban infrastructure 128 
155 Shree Renuka Sugars 100 
701  Shrenuj & Co. 130 
963 Shri Lakshmi Cotsyn 140 
255  Shriram City Union Finance 104 
378 Shriram EPC 108 
89 = Shriram Transport Finance Co. ፀ6 
328 Shristi Infrastructure 106 
985 SiGroup-India 140 
259 Sical Logistics 124 
` 42 Siemens 94 
0? Simplex Infrastructures 102 
TIS Simplex Projects 132 
. M6 Sintex industries 98 
821 SKF india 106 
786. SMS Pharmaceuticals 132 
201. Sobha Developers 102 
435. Solar Explosives 110 
661 Solvay Pharma India 128 
641 Sona Koyo Steering Systems — 126 
666 Sonata Software 128 
638 South Asian Petrochem 126 
348 South Indian Bank 106 
756 Southern Petrochem ings. 132 
782  Spanco Telesystems 8 Solutions 132 
950 Sparsh BPO Services 138 
119 Spice Communications 98 
878 Spice Mobiles ww 136 
445  Spicejet 110 
315 SREI infrastructure Finance 106 
740 Standard industries 130 
908 Steel Strips Wheels 138 
117 Sterling Biotech 98 
181] Sterling International Enterprises 98 
18 «= Starlite Industries (India) 94 
333  Sterlite Technologies 106 
446 Strides Arcolab 110 
404 Suashish Diamonds 110 
621 Subex 126 
443 Subhash Projects & Mktg. 110 
918  Subhkam Capital 138 
833  Subros 134 
1,000 Sujana Metal Products 140 
640 —Sujana Towers 126 
998  Sujana Universal ints. 140 
722 = Sulzer india 130 
252 Sun Pharma Advanced Research 104 
26 Sun Pharmaceutical Inds. 94 
59 Sun TV Network 96 
272 Sundaram Finance 104 
622  Sundaram-Clayton 126 
486  Sundram Fasteners 114 
689  Sunflag iron & Steel Co. 128 
749 Sunil Hitech Engineers 130 


—— 


RANK COMPANY PAGE 

426  Sunteck Realty 110 
507 Supreme Industries 122 
817 Supreme Petrochem 134 
697 Su-Raj Diamonds & Jewellery 128 
879  Suraj Stainiess 128 
840  Surana Industries 134 
958  Surya Pharmaceutical 140 
976 Surya Roshni 140 
926  Suryachakra Power Corpn, 138 
652  Suven Life Sciences 128 
19 Suzlon Energy 04 
535 Swan Mills 122 
737 Swaraj Engines 130 
850  Swaraj Mazda 125 
El ርን ጋ ጋብ. 
419 TVS Motor Co. 110 
452 Taj GVK Hotels & Resorts 112 
432 Take Solutions 110 
960 Tamilnadu Petroproducts 140 
844 — Taneja Aerospace & Aviation 134 
211 Tania Solutions 102 
76 Tata Chemicals 96 
581 Tata Coffee 124 
53 Tata Communications 96 
6 Tata Consultancy Services 94 
503 Tata Elxsi 122 
261 Tata Investment Corpn. 104 
601 Tata Metaliks 126 
38 Tata Motors 94 
27  TataPower Co. 94 
816 Tata Sponge Iron 126 
18 Tata Steel 94 
113 Tata Tea 98 
108 Tata Teleservices (Maharashtra) 98 
848 TCI industries 134 
68 Tech Mahindra 96 
408 Techno Electric & Engg. Co. 110 
858  Technocraft industries (India) — 136 
887  Teledata Informatics 128 
168 Television Eighteen India 100 
437 Temptation Foods 110 
305  Texmaco 106 
106  Thermax 98 
882  Thirumalai Chemicals 136 
301 Thomas Cook (india) 106 
828 TIL 126 
282 Time Technoplast 104 
825 Timex Group india 134 
478  Timken India 114 
312  Titagarh Wagons 106 
107 Titan Industries 98 
980 Torrent Cables 140 
287 Torrent Pharmaceuticals 104 
109 Torrent Power 98 
863 Transformers & Rectifiers (India) 124 
485 Transport Corporation Of india 114 
370 Trent 108 
571 TRF 124 
938  Tricom India 138 
428  Trinethra Infra Ventures 110 
188  Triveni Engineering & Inds. 100 
899  TTK Prestige 136 
A03 Tube investments Of india 110 
170 Tulip Telecom 100 
504 TV Today Network 122 
|| ረ e es TN 
932 UB Engineering 138 
416 fiex 110 
852 Ugar Sugar Works 136 
74 ህዘጩዜርከ Cement 96 
465  Unichem Laboratories 112 
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RANK COMPANY 


Unitech 

United Breweries 
United Breweries (Holdings) 
United Phosphorus 
United Spirits 
Unity Infraprojects 
Universal Cablas 
UP Hotels 

Usha Martin 

Usher Agro 

Uttam Galva Steels 
Uttam Sugar Mills 


UTV Software Communications 1 


Vaibhav Gems 
Vakrangee Softwares 
Valecha Engineering 
Vardhman Textiles 
Varun industries 
Varun Shipping Co. 
Ventura Textiles 
Venus Remedies 
Vertex Spinning 
Vesuvius india 
V-Guard industries 
Viceroy Hotels 
Videocon Industries 
Vikas WSP 

Vindhya Telelinks 
VIP Industries 

Vipul 

Visa Steel 

Vishal Information Technologies 
Vishal Retail 
Voltamp Transformers 
Voltas 

VST industries 
Vyapar Industries 
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Wabco-TVS (India) 
Walchandnagar Industries 
Wanbury 

Webel S L Energy Systems 
Weispun india 
Welspun-Guiarat Stahi Rohren 
West Coast Paper Mills. 
Western India Shipyard 
Wheels India 

Whirlpool of india 

Wipro 

Wire & Wireless (India) 
Wockhardt 

Wyeth 
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418 


Zee Entertainment Enterprises 
Zee News 

Zenith infotech 

Zenotech Laboratories 

Zensar Technologies 

ZF Steering Gear (India) 
Zicom Electronic Security 
Zodiac Clothing Co. 

Zuari Industries 

2ylog Systems 
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Set it once and 
print with your eyes shut. 





An advanced feature, Auto Gradation gives you perfect 
reproduction each time you take a print/photocopy. Equipped 
with Dual Processor and Colour Balance these devices are not 
only faster but also prevent paper wastage. Offering you the best 


in technology and quality, these new Multi-function devices iRc3580  -. ¿g ` | iRC3080 


continue to exhibit constant innovations in Networking, Solutions 
and Internet from Canon. So go ahead, get the Canon Multi- 
function device and get perfect colours in your print/copies 


' i ! iRC4580i iRC4080i iRC2550i 
without batting an eyelid. : ' ١ i i i 


iRC3180i, iRC3380i, iRC5185i, iRC 5880 & iRC6880 


**Canon won the Readers Digest Trusted award in the MFD category in 2006, 2007 & 2008. 


Business be simple 





Call CANON: 39010101 / 1800 180 3366 or visit www.canon.co.in, Corporate Office : Canon India Pvt. Ltd., Second Floor, Tower A & B, Cyber Gree 


Color 


imageRUNNER 











Delighting You Always 


# 


The Canon new Color imageRUNNER' series have arrived. ል powerful multi-talented device that puts the power of 
full communications in your hands with Efficiency, Reliability and Simplicity. Advanced Technology For Your High 
Value Color Document Needs 


These series have been engineered to deliver exceptional printing performance and flexibility for any office environment. Now 
you can manage color efficiently and control costs effectively with Canon's leading color print technology all from a single 


intelligent multifunctional color solution. 


Work Faster in Color 

* To improve your workflow, Canon has advanced the 
document creation process. With its embedded print 
controller, the color imageRUNNER 2550i/3080i/3580i 
series can RIP while printing and maximize processing 
speed from your PC through Canon's unique Ultra Fast 
Rendering 1 (UFR) print language. 


* You can increase overall productivity while reducing costs 
at the same time. Just simply click to print for fully finished 
documents, booklets, reports and brochures. Alternatively, 
scan, copy, send and print information with just one 
intelligent multifunction. 


Bring Documents Together from Different Sources 
Ever have problems creating complex documents? With 
Canon's Page Composer you can merge the component parts of 
a document from different Windows applications (such as 
Microsoft Word ™, Excel“, Powerpoint", PDF" etc) into a single 
electronic document, from the comfort of you desktop. 


Documents are encrypted before they are sent over the network 
and will only be decrypted and printed after the correct password 
is entered on the device. This prevents unauthorized people 
from access and reproduction without authorization. 


| au 3 ብው ጋኒ ቃዱ ፊ K S" 2" CT i 
Encrypted Secured Print 


Print with Secure Watermark 
Specified Security text strings (including device serial numbe 
and background images can be embedded repeatedly into 
print document as an image when any attempt is made to 
COpy, scan or fax the protected document. 


Superior image Quality with True 1200dpi | 

The documents you produce can give yo 
competitive edge. With Canon's color print quality er 
the embedded print controller, you'll set presentation s 
that others only hope to follow. 


Ease of Managing Assets, Controlling Distribution and 
Tracking Document 

The new barcode printing feature enables automated and error- 
free barcode printing. It allows you to print machine-readable 
barcodes on document. 


Web Browsing & Printing 

Web Access Printing represents the next step in the evolution of 
document printing. The Internet or corporate intranets can be 
easily accessed from the device's color touch panel. The option 
Web Access function allows you to print Web Access or PDF 
files without having the need to access to a computer. 


Link People with color 

° Sending color documents to multiple destinations in a 
single operation is simple. Just scan in originals at the MFP 
and transmit then electronically wherever you want to (e.g.: 
email addresses, databases, company servers or faxes) 
and in any format you choose (e.g.: PDF, TIFF, MTIFF or 
JPEG). This eliminates the cost of distributing hard copy 
documents, thus saving time, money and space. 


. For sending with speed and accuracy, use the LDAP 
feature to access email addresses directly from the 
company server through the machine 
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A minor entrepreneurial epidemic seems to have hit the ad world at a time 
when there are fewer ad rupees going around. Why? ANUSHA SUBRAMANIAN 


T'S A TREND THAT KEEPS CROP- 
ping up every few years. 
Advertising professionals giv- 
ing up high profile jobs at 
big agencies to launch their 
own creative hot shops is nothing 
new. What is new is the rash of 
start-ups in this year over the past 
year. This clearly indicates the 
plethora of opportunities in the in- 
dustry. Also, many clients are un- 
happy with the structured bureau- 
cracy, and the resultant delays and 





















higher costs that they 
have to deal with at 
established agencies. 

But given the deep- 
ening economic slow- 
down, is this the right 
time to start a new ven- 
ture? Most of the profes- 
sionals-turned-entrepreneurs fea- 
tured here say it is. Some of them 
even dismiss the slowdown as a phe- 
nomenon that will not, or only pe- 
ripherally, impact them. 







Nevertheless, it 
is a fact that somi 
FMCG, financial sen 
ices, real estate and 
airline companies art 
paring their ad budg 
ets. But the new kids 
on the block are not wor rying. 

Here, we take a look at some of 
these new entrepreneurs, who ob- 
viously think the opportunities in 
the advertising market outweigh 
the risks. 


HEY ARE THE NEWEST KIDS ON 
Tu block... so new that they 
still haven't finalised a name for 
their agency, which is likely to be 
launched early next year after Dias 
serves out his notice period at JWT in 
January 2009. 


Santosh Padhi (Paddy), 34 (R), 
and Agnello Dias (Aggie) 43 
AGENCY: Yet to start operations 


LAST JOB: (Paddy) Executive Creative 
Director, Leo Burnett; (Aggie) Chief 
Creative Officer, JWT (serving notice till 
early 2009); Total experience: (Padh 

13 years, (Dias) 18 years 


BIG CAMPAIGNS: Paddy’s—Luxor Pe 
and McDonald's 
Aggie’s—Nike, Lead India Campaigr 


WHY THEY QUIT: To be on theii 
explore creativity 


USP: Not yet started operations. But 
their USP would be to come up with 
excellent ideas and do justice to them 


wn ana 
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Says Padhi: “It is a good time to 
start out on our own as many clients 
are looking for specialised agencies 
instead of a full-service agency for 
their products." That's because the 
flood of similar products in the mar- 
ket is diluting their UsPs. Doing in- 
novative creative work—and not 
strategy and positioning, he feels, is 
the only way to differentiate one 
product from another in such a mar- 
ket, elaborating on the niche within 
the advertising universe he and his 
partner are targeting. 

Then, he says, segregation of the 
communications function is at its 
peak. “Clients understand, recog- 
nise and are ready to pay for sepa- 
rate functions like media, on-ground 
promotions, creative and design. 
Thus, specialisation is at an all-time 
high and will probably become even 
more pronounced in the near fu- 
ture," he says. The plan is to do 
things differently. *Our strength lies 
in creating great creative ideas and 
doing justice to those ideas on a 
regular basis." 

But with the global economic 
slowdown—the impact of which is al- 
ready causing tremors in India Inc.— 
is the time right to start a new ven- 
ture? Padhi, former Executive 
Director of Leo Burnett, says: 
“Absolutely; we are very positive and 
do not foresee a problem. In fact, 
smaller agencies will benefit during 
the slowdown as clients will prefer to 
go to them than to a large agency." 

And small they will be. The two, 
who have been good friends for over 
eight years—and professional col- 
leagues at Leo Burnett between 1999 
and 2005—will start out as a two- 
man team. *To begin with, we will 
do most of the work on our own and 
then build a team once we get good 
business. And initially, we will work 
with freshers out of college as they 
have an open mind 
and are more flexi- 
ble than experi- 
enced hands," 

says Padhi. 

















Kartik lyer, 33 and 
Praveen Das (in white), 32 


AGENCY: Happy (Bangalore) 


LAST JOB: Both were Associate Creative 
Directors, O&M Bangalore 


TOTAL EXPERIENCE: (Iyer) 12 years, 
(Das) 11 years 


BIG CAMPAIGNS: Worldspace A.R. 
Rahman campaign, Titan, Lee 


WHY THEY QUIT: Wanted to get out of the 
agency set-up 


HAPPY’S USP: Specialist creative agency, 
ideating for any medium, with in-house 
capabilities going beyond writing and art 
direction to illustration, photography, 
voiceover, film making etc. 


WHACKY, CREATIVE YOUNGSTER, 

is how Kartik Iyer prefers to 
be seen. Iyer and Praveen Das, 
both former O&M-ites, teamed up 
to start Happy, a creative agency, 
in 2007. Interestingly, they had 
never worked together at O&M. 
“We just got along and did our 
first piece together—End of Season 
Sale for Lee—after we started 
Happy," says lyer. 

Iyer and Das, both Founder- 






Creative 
Directors of Happy, describe their 
venture as an ideas shop. "We're 
not just advertising people. We are 
creative directors, filmmakers, pho- 
tographers, performers, artists and 
dreamers. And we believe an idea 
can change everything," says lyer, 
adding: “At large agencies, ideas 
take a hell lot of a time to take 
shape. So, we decided to do some- 
thing on our own and let our ideas 
and creativity talk for themselves." 

They're *talking" all right. 
Happy already counts the likes of 
Lee, Titan, Thermal Quarterm—a 
Rock Band, Nirvana Films, 
Dakshini Antiques, Radio One 
(project) and Dulux as its clients. 

Doesn't the looming slowdown 
worry them? “Yes, the slowdown 
will impact clients and they will 
cut ad spends to bring down costs. 
But the Indian ad market is still 
big enough to support new players 
such as ourselves,” says Iyer. 
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anna be charged? Nippo next generation chargers are here to ‘Recharge your 
atteries,, literally. The innovative ‘Trickle Charge’ technology, ‘Refresh’ feature* 
dan attractive LCD display* lets you be In-Charge of unlimited fun. 


tt range of chargers is available in leading retail stores across India. Go get it! 


PPO BATTERIES CO. LTD., 77 Nungambakkam High Road, Chennai - 34 
: (044) 28272711 | website: www.nippobatteries.com 


r enquiries contact: Chennai: (044) 2827 2711 | Mumbai: (022) 2204 8007 
ikata: (033) 2223 0822 | Delhi: (011) 4050 0800 


AA/AAA/ NIMH 
Thr Turbo Charger 
Model No. 8ር0907 





AA/AAA/ NIMH 
Express Charger 
Model No. 09058 





AA/ AAA / NiMH 
Jumbo Charger 
Model No. 8C8001 


at 


ጠመመ 
< s> s حوب‎ 


$24) 8 


AA/ AAA NiCd/NiMH 
Quick Charger 
Model No. 8C0908 
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Pranesh Misra, 52 

AGENCY: Brandscapes Worldwide (Mumbai) 

LAST JOB: Global Director, Marketing Accountability, Lowe Worldwide — 
TOTAL EXPERIENCE: 31 years 

BIG CAMPAIGNS (STRATEGY & MARKETING): Unilever, Maruti, Idea Cellular 
WHY HE QUIT: "Wanted to be my own boss" 


BRANDSCAPES' WORLDWIDE USP: Experienced practitioners in 
marketing, strategy, communication and analytics creating 
meaningful and actionable insights for brands 





RACHIT GOSWAMI 


HAT DOES DATA MINING, ANALYSIS AND INSIGHT 
እ consulting have to do with advertising? Says 


É = a 


Pranesh Misra, who quit Lowe Worldwide six months . i 

ago, after 28 years with the agency, to float Brandscapes . Sean Colaco, 38 (R) and Aneeth Coutinho, 32 
Worldwide, of which he is the Founder-Chairman: AGENCY: Creatively Active Communication (Mumbai) 
“Companies have lots of marketing data, but they do not | 

ከ; ١ E dis ب سواه‎ able insigh f i LAST JOB: (Sean) VP, Creative Services, TBWA India; 

ave the anc width to extract actionable insights from tt. (Aneeth) MD, CA Communications 

Brandscapes’ consultants extract actionable insights from 


the raw data, which help clients formulate their brand TOTAL EXPERIENCE: (Colaco) 15 years, (Coutinho) 10 


strategies better,” he says. BIG CAMPAIGNS: Ambuja Cement, BPCL, Kinetic 

and Singapore, has 30 people on its rolls. “This is a nas- abilities to the fullest to offer solutions to clients” 

cent industry with only a few players, but we expect the CREATIVELY ACTIVE COMMUNICATION'S USP: Offer active 
segment to grow tremendously over the next 4-5 years, solutions to clients in a cluttered media environment 

says Misra, who is not in the least perturbed by the 

global economic slowdown. “The space that we operate | EAN COLACO HAD BEEN THERE AND DONE THAT 
in will benefit from a slowdown. We bring value to for 15 years at agencies such as TBWA, Grey 
clients in two ways—first by extracting more from existing | Worldwide, Saatchi & Saatchi and Mudra DDB. “I 


wanted to experience the ‘business’ of advertising,” 

he says. That was earlier this year. Result: he 

teamed up with his friend, Aneeth Coutinho, 

who was running his own agency, CA 
Communications, and rebranded it as Creatively 
Active Communications (CAC). The two had 
worked together at Grey (1999-2002) and then 
at Saatchi & Saatchi (2003-04). 

How do they plan to differentiate CAC, a 
lean 10-man agency, from dozens of similar oth- 
ers? “Clients are increasingly finding a huge dis- 
connect with the large agency culture. Smaller 
agencies (such as CAC) provide that comfort to 
clients along with creative solutions,” he says. 

Adds Colaco: “The media space is highly clut- 
ı tered and so are the solutions being offered. One 
cannot carry on with old ideas. There needs to be 
vibrancy and dynamism. CAC will deliver aggressive, 
clutter-breaking and active solutions to clients.” 
Bravado or confidence? It’s too early to tell, but 
CAC has already signed up clients across the FMCG, 
finance, retail and fashion segments. 

Is the economic slowdown affecting CAC’s 
business? “Not at all. We have not felt any impact 
yet,” says Coutinho, adding: “Clients haven’t yet 
pulled back budgets.” ፪፪ 


data at no extra cost, and then, by offshoring 
(mainly foreign) work to India, 
we offer them the means of 
leveraging this country’s low- 
cost advantage,” he adds. 
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FRIENDZY 


Friendship carnival 





The competitive business world demands one to be unremittingly 
refined at all times leaving little room to unwind. However, even 
with their busy schedules, high profile entrepreneurs religiously 
take out time for happy hours with friends. 


In many ways the friendship between business tycoon Gautam 
Singhania and designer Manoviraj Khosla isn't very surprising. 
Connected by high quality fashion, Gautam Singhania is the 
chairman of Raymond while Manoviraj Khosla is Bangalore based 
designer. Lounging together at Mumbai's Breach Candy Club, the 
two shared jokes with the kind of rapport that exists only between 
good friends. 


After grueling business hours controlling massive business 
ventures, Mohit Burman the driving force behind Dabur and 
entrepreneur Raja Dhody find time to unwind. As they both frequent 
the same party circuit with a keen addiction to partying in Mumbai, 
they have no trouble finding the time to enjoy a drink together. 


McDowell's No.1 captures the spirit of friendship and fun with 
friends. 'Friendzy', easily the biggest event of the year, is an 
opportunity for friends across the country to get together and make 
memories to last a lifetime. Track down the carnival at select 
outlets across the country and begin the Friendzy! 
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ONSIDERED THE MOST 
powerful woman on 
Madison Avenue, Man- 
hattan, Shelly Lazarus 
oversees Ogilvy & 
Mather (O&M), one of the largest ad 
agencies in the world with billings of 
over $13 billion (Rs 65,000 crore) 
and more than 497 offices across 
125 countries. Sbe graduated from 
Smith College, Massachusetts, Us, 
and did an MBA from Columbia 
Business School, one of only four 
women in ber class. Lazarus started 
her career at Ogilvy when the leg- 
endary founder David Ogilvy was 
still personally involved with the 
agency’s operations and preached 
that the purpose of advertising was 
to build great brands. Lazarus’ lead- 
ership has been instrumental in att- 
racting some of the world’s largest 
and most respected brands, including 
American Express, BP, Coca-Cola, 
Ford, IBM, Morgan Stanley and 
Unilever, among many others. 
Lazarus passes on the baton of CEO 
in January to Miles Young, O@M’s 
current Asia-Pacific Chief. Business 
Today’s Anusha Subramanian met 
Lazarus when she was in India rec- 
ently to celebrate and felicitate 
Business Today’s Most Powerful 
Women in Indian Business. Excerpts: 


CHAIRMAN & CEO/ O&M WORLDWIDE 





Why did you choose advertising as 
a career? 

[ went to a business school without 
having any idea of what I was really 
interested in. 1 took up a course in 


66 ^ marketing and really liked it. After my 

ma om anies first year, I started my career at 

General Foods before taking up a 

t ጋ i n M ጋ rk el S | 2 r e full-time Job as a Product Manager at 

During Difficult Times” 


: SS l E ፡፡ እ bie Ê 


Clairol (a personal care products divi- 
sion of Procter & Gamble). Later, I 
was headhunted by O&M and I joined 
them. I had decided that I will not 
spend more than two years in O&M. 
| And here I am. I never left O&M. 
What do you think of the O&M brand 
then and now? 
The brand is exactly the same. It's 
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just that now it is expressed in dif- 
ferent ways. I think the core prin- 
ciples that were at the heart of the 
company when I joined, are still 
the same, which is remarkable 
when you think that David Ogilvy 
started the company 60 years ago. 
He founded it with a vision to 
help create an image, build brands 
and cultivate customer relation- 
ships through advertising for global 


and local brands. 


With the economic recession ine- 
vitable, how is the global advertising 
industry gearing up? 

It is hard to say at this point. We 
have been tracking the situation. 
Marketers feel that nothing is going 
to get better by itself. What we 
have noticed is that this particular 
time, marketers are much more 
realistic about what they are facing 
and are, therefore, keen on cut- 
ting down their marketing budgets. 
It has always been seen that smart 
marketers gain market share during 
difficult times. We have had a good 
year so far but in this kind of env- 
ironment, clients will start looking 
at whether they can pull back a 
bit. And we are starting to see it. 
There is panic now and reassuring 
the public is a very important role 
we can play as communicators. 


In such turbulent times, do you think 
traditional advertising will take a back 
seat and new forms of advertising like 
digital gain prominence since it's less 
expensive? 

It is hard to say because I think 
the advertisers want to believe in 
the new forms of advertising like 
digital and online advertising but, 
at this point in time, they are not 
yet sure of the outcome of the inv- 
estments they have already made. 
My guess is that things like in- 
store advertising and other non 
traditional media will definitely 
see increased investments. But it 
remains to be seen how these inv- 
estments will pan out in new 


media. Some companies say that 
their budgets are fine and are even 
up, and some others say that they 
are waiting and watching. 


How do you view Indian advertising 
and India's creative abilities? 

One of the strongest creative agen- 
cies in the entire Ogilvy Network is 
Ogilvy India. India is very creative, 
imaginative and strong. We are 
running the worldwide Lenovo 
account out of Bangalore in India. 
We did some creative work for 
the 2008 Olympics in Beijing as 
Lenovo had a strong presence 
there. We put together a team of 
creative people from various places 


I don't think there is any difference 
at all. The world is waking up to 
the good quality creative work 
coming out of India. This is mainly 
because there is a global standard 
for creativity and everyone has to 
live up to it. I do not think India 
has had any trouble doing that. 


What has been the most daunting 
challenge in your career so far and 
how have you dealt with it? 

The biggest challenge I ever faced 
was when I was called to take 
over the advertising business of 
Ogilvy's New York-based office in 
1991. Until then, I was running 
Ogilvy's direct marketing busi- 





"India is very creative, imaginative and strong. We are 
running the worldwide Lenovo account out of Bangalore. 
| hope that we get to run more global accounts out of India" 


and it was a 29-year-old creative 
guy from Mumbai who came up 
with the TV commercial idea called 
‘Sumo’. That was applauded by 
everyone around the world. 


So, what are your expectations from 
O&M India and how do you see it 
contributing to the global market? 
We need them to keep growing 
the way they have been growing 
over the years. They provide ins- 
piration because of the quality of 
creative work they do and I also 
hope that we get to run more 
global accounts out of India. 


What is the difference between 
‘creative’ work made in the West and 
the ones being made in India? 


ness. The Ny office was in a com- 
plete mess. They were losing 
clients, employees were leaving 
and senior management was being 
fired. It was really hard for me ini- 
tially as people there were so de- 
motivated and demoralised. The 
most important thing that 1 had to 
do was to help them restore their 
faith in themselves and convince 
them that they could be successful. 
I handled the situation step by 
step. We worked on one assign- 
ment at a time and that helped us 
to turn the agency around. But 
until I was able to turn the agency 
around, it was a recurring night- 
mare for me. 1 would think what 
if one day when 1 wake up and go 
to the office, I have lost all the 
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clients and people. What do I do 
(alone) then? 


How do you think advertising has 
changed globally? 

Globally, advertising is changing 
with equal or more focus on “360 
degree branding”. Earlier, we never 
had Internet or instant messaging or 
search technology. But today, there 
are so many more ways to com- 
municate. The notion of 360 degree 
branding has made agencies globally 
realise that the focus cannot be 
only on television, print and out- 
door advertising and (they) have 
to move beyond it. Apart from TV 
commercials, we need to create 
communication for every point of 
contact with the consumer. 
Secondly, our view of our own vis- 
ion as an agency has broadened so 


ago, I used to think (all the time) if 
Chinese people would ever be sen- 
sitive to brands because they have 
grown up on functional product 
offerings and no choice. So, how do 
you communicate to them and 
make them believe in brands? But I 
realised that the Chinese are very 
brand-sensitive and they respond 
to brands like everybody else does. 
The challenge in China, however, is 
that the people who think they 
know the brands do not have a 
wide experience with them and so 
are not so distinctive as compared to 
people who have grown up with 
brands. Overall, India and China 
both respond to brands beautifully 
like the rest of the world. 


What are the common issues driving 
your clients throughout the world? 


“Today, there are so many more ways to communicate. 
The notion of ‘360 degree branding’ has made agencies 
globally realise that the focus cannot be only on TV, print 


and outdoor advertising and (they) have to move beyond it" 


that we can deliver value to clients. 
Agencies have had to become more 
integrated in the way they work 
so that when we have to solve a 
problem for a client, all the imp- 
ortant divisions within the agency 
give their inputs and try to solve the 
problem together. Finally, the agen- 
cies come up with the right solution 
for the client and execute it indi- 
vidually. Ogilvy India is a fine exa- 
mple of this as they are able to 
work together with any team as 
compared to some other offices in 
the western world. 


What is your take on building brands in 
India and China? 

First and foremost, they are two 
different markets. One principal 
difference is that the Chinese have 
not grown up with brands. Brands 
are very new to China. When I first 
decided to go to China 15 years 
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It’s driving the revenue line—how 
do we find new ideas to keep the 
business fresh in a world where 
there are so many competing 
brands, and everything is much 
more complex, and people are 
so short of time. You need to have 
a new idea every six months just 
to keep everything fresh. Our clients 
face the same people issues that we 
face. And all this is a real challenge. 


What's the future of advertising? 

It certainly is very bright. It is more 
powerful now than it has ever been. 
Not because of advertising alone 
but we all (now) believe what the 
true power of brands is. That's why 
I like to say that O&M is in the 
business of building brands. And 
one of the ways of building brands 
is through advertising, but there 
are so many other ways, too, to 
build it as well. So, as we think of 


our value that way, the potential for 
advertising in the future is stronger 
than ever. 


You have been ranked by the Fortune 
magazine among the Most Powerful 
and Influential Woman in the World of 
Business many times. How do you feel 
and what advantages does a woman 
executive have in managing a huge 
company like Ogilvy? 

[ feel great and proud to be on the 
Fortune list. It does not matter on a 
day-to-day basis but other people 
do seem to like it. The first time 
Fortune did this, 1 was on the cover 
and I was surprised to see that peo- 
ple in the agency actually had the 
copy on their coffee table. My adv- 
antage is that I had the good for- 
tune to grow professionally in a 
company where meritocracy was 





the norm. In a company which val- 
ues ideas and creativity, it doesn't 
matter where or who they come 
from, male or female. Being a 
woman did give me some advan- 
tage early on in my career; I was 
often the only woman in the meet- 
ing, and when we were discussing 
how to sell products bought pre- 
dominantly by women, like hair 
shampoo, people inevitably turned 
to me for my ideas. 


What does it take to be a great leader? 
Great leaders understand the value 
of diversity. If you don't have peo- 
ple who are diverse in their think- 
ing, life experiences, beliefs, then 
you will operate at a disadvantage 
and the solutions you come up 
with will never be as interesting 
and rich. mI 
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THE RUPEE AND YOUR 
INVESTMENTS 


Currency movements affect your returns when you 
invest in international funds or commodities. How 
can you play it safe? CLIFFORD ALVARES 


OR SOME TIME NOW, 

Indians have been warm- 

ing up to the idea of in- 

vesting overseas and di- 

versifying their portfo- 
lios across geographies. Over the 
last few years, many international 
mutual funds were launched to cater 
to this growing market, which has a 
combined asset-size of Rs 6,598 
crore. Besides, Indians already have 
a big appetite for universal com- 
modities like gold and silver. And 
many investors are also increasingly 
dabbling in commodities such as 
crude oil and copper. While this is 
good for your portfolio as it gives 
you the benefit of diversification 
across asset classes, and across ge- 
ographies, it also exposes you to 
the vagaries of the currency move- 
ments. In recent times, rupee-dollar 
rate has gained significance because 
of the rapid decline of the Indian 


SWINGING 
WP RUPEE 



















The rupee’s fall 
has helped reduce 
Rs 44.14 losses on returns on 
Jan. 2, 07 overseas assets. 
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"When you invest overseas, a part of 
your returns is linked to the currency 
movements" 

Ramchandran Krishnan/ Director & CIO/ 
Barclays Wealth 


currency against the greenback since 
the beginning of this year. 

Says Ramchandran Krishnan, 
Director and Chief Investment 
Officer, Barclays Wealth: *When 
you invest overseas, a part of your 
returns is linked to currency move- 
ments. You can't be indifferent to 
these fluctuations." 


The Rupee Factor 
Currency movements can adversely 
affect your returns even if your un- 
derlying investment has performed 

well. Here's how the rupee 
movements can make a dent on 
your returns: Suppose, you 


3W8INVO LNVMIHSIN 


invest in a US company that pays a 
dividend in us dollars. Also, assume 
that during the time you are holding 
the stock, the us dollar appreciates 
against the Indian rupee by 10 per 
cent. If the us-based company de- 
clares dividends, it will now be 
worth 10 per cent more in rupee 
terms, due to the appreciating dollar. 
Even if you assume that your com- 
pany declares no dividend and its 
stock price remains constant dur- 
ing the same period, you will be 
richer by 10 per cent in rupee terms. 
Any appreciation of the foreign cur- 
rency of the country that you are in- 
vested in increases the rupee rate 
of return. Likewise, any depre- 
ciation in the currency of the 
country that you are invested 
in, will result in a loss. 

Since the beginning of this 
calendar year, the dollar has 
appreciated 23 per cent 
against the rupee as the 
demand for dollars has in- 
creased. Foreign investors 
began to sell their hold- 
ings, and higher crude 
prices forced oil compa- 
nies to buy more dollars 
to fund their imports and 
repatriate their invest- 
ments. Had you invested 
in a dollar-denominated 
investment (assuming its 
capital value was con- 
stant), your investments 
would have appreci- 
ated in rupee terms 
in the same period. 





Rs 39.41 
Jan. 2, '08 















The rupee rate per dollar 
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Rs 48.65 
Nov. 3, 08 


The numbers change daily, your future shouldn't. 


Perhaps it's time you had a Gold Conversation. With Citigold Global Banking, you draw 
upon our unparalleled investment expertise and product offerings to create a 
geographically diverse asset-allocation. For an in-depth discussion on our global 
banking services, simply contact your Citigold Relationship Manager. 


Just SMS ‘Global’ to 52484 or visit us at www.citigoid info 
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"There's a rupee correlation for gold 
prices. But Indians buy gold due to its 
sentimental value” 


Lakshmi lyer/ Head, Fixed Income and Products/ 
Kotak Mutual Fund 


ments—it’s also a sentimental buy. 
Besides, many Indian buyers are 
sensitive to the rupee rate of gold. 
Says Lakshmi Iyer, Head, Fixed 
Income & Products, Kotak Mutual 
Fund: “There’s a rupee correlation 
for gold prices. But Indians buy 
gold more due to its sentimental 
value. At very high prices, there’s a 
stiff resistance to buying gold.” 


The Overseas Game Plan 

Overseas mutual funds, on the 
other hand, are mostly dollar- 
denominated, and, hence, their 
returns are linked to the rupee- 
dollar movement. While there has 
been a global sell-off in emerg- 
ing market funds, international 
funds, too, were affected in the fi- 
nancial meltdown. But a back-of- 
the-envelope calculation suggests 
that in the last one year (till 
November 3, 2008), the average 
returns of international funds 
(with an exposure of over 65 per 
cent in the overseas markets) were 
down 43 per cent. This is 
despite many foreign stock market 
indices being harder hit, when 
compared to the Sensex, which 


168 BUSINESS TODAY NOVEMBER 30 2008 


BENEFITS OF HEDGING 


Currency futures can help stem losses in international markets. 


OR INVESTORS, CURRENCY FUTURES 

might be a way to hedge their 
international exposures. Currency fu- 
tures were introduced in India on 
October 1, 2008. It has since gained 
momentum and its volumes are 
steadily picking up, trading up to 
150,000 contracts every day. 
Currently, only rupee-dollar futures 
are allowed in the Indian markets. 
Investors can hedge their international 
exposures to dollar assets by buy- 
ing and selling rupee-dollar futures. 
Experts feel that investors with 
knowledge of the international mar- 
kets can use currency futures to their 
advantage. Says lyer: “In a volatile 
market, currency futures do have a 
role to play. But you need to have 


is down 47 per cent over the same 
period. The downside was in part 
cushioned by the dollar 
appreciating against the rupee. 
The rupee-dollar rate may 
remain volatile till the global eco- 
nomic situation stabilises; so, 
investors will do well to keep an 
eye on the currency market. Savvy 
investors, particularly high-net 
worth investors and those who are 


THE PARADOX OF 
RUPEE RETURNS 


How rupee fluctuations affect 
your investment. 


If the rupee falls in value, the rupee 
returns on commodities such as gold 
increase, (assuming that international 
gold prices remain constant) 


If the rupee appreciates in value, the 
rupee returns on gold decline 


An investment in overseas assets will 
fall in value if the underlying currency 
depreciates, and investors will tend to 
lose out 


But a strengthening currency will result 
in gains for investors in overseas assets 
such as property and bonds (assuming 
that asset prices remain constant) 


some kind of comfort with the futures 
market, and know the risks involved 
with these markets." 

Investors can hedge their dollar as- 
sets in rupee-dollar futures. It allows in- 
vestors to reduce exposures to fluctu- 
ations in the home currency by taking 
out a hedge in the forex market, and it 
is one more important tool in your 
risk-reduction arsenal. 





clued in to currency movements, 
can also take a hedge against the 
dollar in the Indian market—which 
were recently allowed in the coun- 
try—although currency futures is 
for the moment restricted only to 
the us dollar. Says Krishnan: “If 
you are comfortable with a 
currency, then you may want to 
take a hedge.” 

However, investors should put 
on hold investments in foreign eq- 
uity or other assets such as real es- 
tate for now. Says Krishnan: “The 
global slowdown will affect the per- 
formance of overseas asset classes. 
Investors can look at other emerging 
markets instead.” 

Over the next few months, the 
currency markets could become 
more volatile as the global econ- 
omy goes through the after-effects 
of the financial crisis. Your port- 
folio may not necessarily be di- 


rectly affected if all your assets are 


denominated in rupees. If you have 
gold and other overseas assets in 
your portfolio, keep a close watch 
on currency movements, unless 
you are extremely confident of 
your asset class. 


Dell celebrates the entrepreneurial spirit 
of India's business achievers. 
We salute their remarkable success. 
And their unwavering determination to get there. 
Instead of the well-worn road, 


they have chosen to take their own path. 


And we are proud to have been part of their journey. 


This very moment, 


someone is taking their first step with Dell. 


Will you be the next? 
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Down, But Not ወ 


Both sectoral and diversified funds have — - à 
taken a beating. But, this is a good : 
opportunity to invest in top-rated funds. - 


MANU KAUSHIK 


ONSIDER THESE FACTS: THE 
! stock market has fallen to 

its lowest levels in three 
years. Like everything else associ- 
ated with the market, equity funds, 
too, have been hit hard in the melt- 
down but not harder than the ind- 
ices, at least not all of them. For 
example, Rs 100 invested in a 
pharma fund a year ago is down to 
Rs 71.80 today, but the same inves- 
tment in the BSE Sensex has fallen 
even further to Rs 51.75. The mar- 
ket remains extremely volatile and, 
therefore, direct investment in stocks 
is fraught with risk. But remember: 
India is expected to ride out the 
global economic recession better 
than most other countries. 

This builds a compelling case 
for entry into the stock market 
through equity funds with a 3-5- 
year time horizon. Says 
Jayesh Shroff, Fund 
Manager, SBI Mutual 
Fund: *The recent sell- 
ing has been ind- 
iscriminate due to panic 
in the global markets 
and valuations have 
touched record lows. As 
a result, quality stocks 
are now available at 
attractive valuations, and 
long-term investors can 
use this opportunity to 
enter the markets 
through equity funds." 

So, which equity 
funds should you cho- 
ose? One way of doing 
that is by looking at the 
performance of various 
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given dis 1a al : 
some like Jin ve 
and thema ectoré 
funds have done tt SS 
badly than others. ፳ 
Says Sukumar Rajah, ማ 
Chief Investment Officer 8 


(Equity), Franklin Templeton ና | 


Investments: “Though most equity - 
funds have been impacted by the — 
downtrends in the market, those 
with a momentum-oriented invest- 
ment style have been hit relatively 
harder. However, certain funds, 
which focussed on sectors with 
long-term fundamentals and with 
balanced exposure to FMCG and 
healthcare—which were earlier out 





Source: Valueresearchonline 
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of fashion—have been able to res- 
trict losses due to the sectors’ rela- 
tive out-performance.” 

Another way of zeroing in on 
the right funds is by assessing one’s 
risk appetite and the market condi- 
tions and then looking for prod- 
ucts that are best aligned with one’s 
investment needs. Big 
fund houses offer a vari- 
ety of actively managed 
products such as diversi- 
fied, specialty, thematic, 
sectoral and exchange 
traded funds, which have 
been designed to meet 
specific requirements. 


Return 


Diversified Funds 

In the current market 
conditions, diversified 
equity funds are good 
entry points. These have 
the flexibility to invest 
across sectors. Says Anup 
Maheshwari, Head 
(Equity), DSP BlackRock 
Investment Managers: 
“Investments in div- 


we 
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low costs, skilled manpower and 
manufacturing capabilities. More- 
over, most pharma businesses are 
cash-rich and do not need addi- 
tional capital to grow.” 

Till November 3, 2008, Rel- 
iance Pharma, which has 92.39 per 
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Their woes base one from 
depressed passenger. car sales on 
account of higher. interest rates, 
inflationary pressures and fuel price 
hikes. This has impacted the valu- 
ations of some auto giants. But 


"d now, with interest rates and crude 
| prices headed south, the auto sector 
ds expected t to perk up. In the long. 
` term, the rising. penetration levels of 
Tl passenger vehicles in India will 
drive the growth of the auto sector. 
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“Investing through SIPs is 
ideal for investors as it 
makes market volatility 
work in their favour” 


Sukumar Rajah, ClO (Equity), 
Franklin Templeton Investments 


Technology Funds 

The performance of technology 
funds over the past few months has 
been disappointing. Says Mahesh- 
wari: “With rising worries over cut- 
backs in technology spending and 
the financial sector in turmoil, it 
might be time to step away from the 
domestic IT services companies for 
now. We are already seeing projects 
being postponed and bill rate pres- 
sures on companies.” On the posi- 
tive side, though, the rupee’s dep- 
reciation against the dollar is exp- 
ected to improve the profitability of 
tech exporters. Also, the financial 
crisis has made many western IT 
companies attractive for acquisi- 
tion by Indian tech companies. 


FMCG Funds 

Always considered the most defen- 
sive of funds, FMCG funds have 
looked particularly attractive dur- 
ing the current turmoil. The average 
one-year trailing returns of FMCG 
funds today stand at a negative 
26.94 per cent, far lower than the 
Nifty’s returns of a negative 47.03 
per cent. Analysts believe the sector 
is poised for sustained growth over 
the medium and long term due to 
favourable demographics, low pen- 
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“After the massive market 
correction, valuations in 
the banking space have 
become quite attractive” 


Anup Maheshwari, Head (Equity), 
DSP BlackRock Investment Managers 


etration, proliferation of modern 
trade channels, strong rural growth 
backed by higher agricultural inc- 
omes and the consequent increase in 
the purchasing power. Fund man- 
agers recommend selective invest- 
ment in FMCG funds. 


Banking Funds 

The monetary tightening by RBI to ar- 
rest inflationary pressures had ad- 
versely impacted the NAVs of banking 
funds, which have recorded nega- 
tive returns of 40.75 per cent. But the 
recent rate cuts and liquidity infusion 
are expected to boost credit off-take. 
Another positive trigger could be 
the imminent reforms in the insur- 
ance and banking sectors. Says 
Maheshwari: “After the massive cor- 
rection in October, valuations in the 
banking space have become quite 
attractive. Taking into account all 
the factors, we are extremely positive 
on the sector.” As on November 3, 
2008, Reliance Banking Fund, which 
has over 80 per cent of its invest- 
ments in financial services stocks, 
has given a negative return of 29.66 
per cent over the last one year. 
During the same period, UTI Banking 
Sector Fund has given a negative 
return of 41.39 per cent. 
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“Since quality stocks are now 
available at attractive valua- 
tions, investors can enter the 


market through equity funds” 
Jayesh Shroff, Senior Fund Manager, SBI MF 


Diversified vs Sectoral 
Financial planners view sectoral 
funds as a high-risk, high-return 
investment proposition. Says Sanjay 
Matai, Promoter, Wealth Archi- 
tects: “Sectoral funds are risky as 
their returns largely depend on the 
performance of a particular sector. 
Such funds are not complete inv- 
estment solutions.” Sectoral funds 
should always be used as add-ons to 
an already diversified portfolio. “If 
you want to invest in sector funds, 
look for sectors that are in a down- 
turn in the market cycle but whose 
stocks have attractive valuations. 
Investing at this point will give high 
returns when the sector turns 
around,” adds Matai. 

Given the current market sit- 
uation, experts recommend that 
investors should invest 50-60 per 
cent of their corpus in large-cap 
funds and 20-25 per cent in mid- 
and small-cap funds. Also, their 
exposure to sector funds should 
not exceed 5-10 per cent of their 
portfolio. “Investing through the 
systematic investment plan route 
is ideal for investors as it incul- 
cates discipline and makes market 
volatility work in their favour,” 
says Rajah. 
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The sooner you start 
planning for taxes, the 
better it will be for you. 
Here’s a quick guide to 
get you started. 
NITYA VARADARAJAN 


TS NOW NOVEMBER AND, 
| CHANCES. are that you have al- 
ready been handed your tax li- 
àbility sheet for 2008 
are a salaried professional, your 
accounts department has handed 
you one and if you are self-em- 
ployed or in business, your char- 
tered accountant must have done 
so. Have you booked losses in the 
stock market and are you wonder- 
ing whether these can be set off 
against income or gains that may 
have accrued to you during the 
year? Surely, these are important 
questions that you need to con- 
sider along with the various tax 
planning schemes. To help you get 
going with the exercise now, in- 
stead of running helter-skelter to- 
wards the fag-end of the financial 
year, here's a quick guide on vari- 
ous tax-saving options available. 
To begin with, taxation laws al- 

















«09. If you funds. ine agains st በበር o 
term capital gains. Short-term cap- 


ital gains or losses accrue when eq- 














uities or equity-linked Mrs are sold 
under a year of buying them, but 
not when you sell your shares under 
an open offer or a buyback scheme. 

“Short-term capital losses can 
also be set off against any gains 
from the sale of property,” says 
G. Sekar, a Chennai-based char- 
tered accountant and a certified 
tax planner. That’s good news for 
all those who may have sold prop- 
erty for a hefty profit during the 
boom in real estate prices earlier 
this year but have also incurred 
losses on investments on the stock 
market subsequently. 

Talking of the stock market, 
though a lot of people have burnt 
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their fingers in it and sworn to stay 
away from it, the sheer fall in the 
stock prices | makes it attractive to 
invest in it through ፻155 (equity- 
linked tax-saving scheme) Mrs. Its 
advantages are that it locks your 
investment for three years—long 
enough for the economy to come 
out from the current slowdown— 
and a good scheme can give you 
greater “real” returns than indi- 
vidual stocks if you add up the tax 
benefit. Under Section 80C, invest- 
ments of up to Rs 1 lakh in 8155 are 
exempt from taxation. 

But investing in ELSS in one shot 
is not the way to go. Says J. 
Karthikeyan, Director, Finerva 
Financial Solutions: “The invest- 
ment must be done in an SIP (sys- 
tematic investment plan). In a 
falling market, sip works out very 
well by averaging your cost and 
provides better returns than a one- 


Fund 
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Most successful relationships are built on 
an investment called time. 





MCORPGLOBAL 


KPMG Corporate Finance 


Advised the promoter group in 
the divestment of their holding 
in Spice Communications 
Limited to Idea Cellular Limited 


USD 637 million 
June 2008 


AUDIT * TAX * ADVISORY 





(Cellebrum 


KPMG Corporate Finance 


Acted as financial advisor to 
Cellebrum.com in raising 
Private equity from Lehman 
Brothers 


USD 15 million 
December 2006 


AUDIT * TAX * ADVISORY 
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MCORPGLOBAL LE LE C O M 


KPMG Corporate Finance 
Acted as financial advisors to 
MCorpGlobal Private Limited 
in inducting Telekom 
Malaysia as a strategic 
investor in Spice 
Communications Private 
Limited. 
USD 444 million 
May 2006 
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When it's time to choose an advisor who will help you 
grow, are you sure you have one with your best 
interests at heart? 


At KPMG in India, we value relationships. We realise the 
importance of investing time to understand our clients 
and their varied needs. Hence, we are well equipped to 
deliver tailor-made services and focused advice. 

Our Corporate Finance team doesn't just help in assessing 
the potential of a client but also evaluates them and turns 
them into a viable reality. Be it strategic partnerships, 
consolidating or streamlining operations, seeking arowth 
capital or ventures abroad, KPMG professionals help vou 
realise your goals. With a strong network and a presence 
in over 145 countries, we know just what it takes to help 
you grow. 


So when you think you want to, do give us a call. 
For more information, please contact: 


Rohit Kapur 
e-Mail: rohitkapur@kpmg.com 
Tel: +91 (22) 39835304 


or visit us at 
in.k«pmg.com 





bt money 


go investment.” ELSS’s drawback is 
that it doesn’t let you sell half-way 
through and switch over to a better 
performing fund. 

Public Provident Fund (PPF) and 
the National Savings Certificate 
(NSC) schemes are popular tax-savers 
that offer a modest 8 per cent in- 
terest per annum but a high degree 
of safety (see chart Tax Planner). 
However, PPF scores over NSC in 
that its interest income is not tax- 
able. Says Karthikeyan: “The long 
lock-in effectively precludes infla- 
tion-beating returns." According to 
him, PPF is more suitable for busi- 
nessmen than salaried employees, as 
a PPF account cannot be attached 
during insolvency proceedings. “In 
the case of a salaried employee, the 
mandatory Employee Provident 
Fund deductions help save with tax 
benefits. Therefore, he doesn't need 
to save in a PPF." 

According to Karthikeyan, 
saving should be goal-based. ULIPs 
(unit-linked insurance policies), for 
instance, are ideal for creating a 
corpus for retirement or children's 
education and are also covered un- 
der Section 80C. In this, the returns 
are tax-free in the hands of the in- 
vestor. ULIPs also allow an investor to 
switch funds during a downturn 
and protect his investment, and, im- 
portantly, also gives him a life cover. 

But no tax planning exercise is 
complete without a health insur- 
ance policy, which protects one 
from prohibitive medical expenses 
in times of illness of family mem- 
bers and dependents. Premium up 
to Rs 20,000 is fully exempted un- 
der Section 80D. Besides, you can 
also donate a part of your taxable 
income to non-profit trusts and 
government relief funds and avail 
tax benefits under Section 80G. 

Housing loans qualify for a 
massive tax rebate. Under Section 
80C, up to Rs 1 lakh of the princi- 
pal, and under Section 24, Rs 1.5 
lakh of the interest repaid every 
year is fully exempt. However, in- 





PPF is more suitable for busi- 
nessmen as a PPF account 
cannot be attached during 
insolvency proceedings. 

J. Karthikeyan, Director, Finerva Financial Solutions 


TAX PLANNER 


A snapshot of various tax 
planning schemes. 


scueME: PPF 

TAX BENEFIT: Section 80C 

Limit: Rs 70,000 per annum 

RETURNS: 8% per annum; tax-free 

LOCK-IN PERIOD: 15 years, though loans can 
be taken from the corpus 


scheme: Life Insurance (traditional 
and ULIP) 

TAX BENEFIT: Section 80C 

Limit: Up to Rs 1 lakh but premium should not 
exceed 20 per cent of the sum assured 
RETURNS: Depends on performance of fund, 
but returns are tax-free 

LOCK-IN PERIOD: 3-5 years. Advisable 

to take policies for a minimum of 10 years 


scheme: Pension Funds 

TAX BENEFIT: Section 80CCC 

Limit: Up to Rs 1 lakh 

RETURNS: One-third can be commuted, 
rest has to be invested in an annuity, 
which pays low interest rates 

LOCK-IN PERIOD: 10 years and above is 
ideal, but funds can be taken out earlier 


scueme: National Savings Certificate 
TAX BENEFIT: Section 80C 

Limit: Up to Rs 1 lakh 

RETURNS: 8 per cent per annum 

LOCK-IN PERIOD: 6 years; can be securitised 


vesting in a house is not recom- 
mended for tax planning purposes 
alone. Says Karthikeyan: “When 
you are paying an interest of Rs 1.5 
lakh, you don’t gain value—it is fi- 
nally expenditure.” He adds that 
even if one is in the highest in- 
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Short-term capital losses 
can also be set off against 
any gains from the sale 

of property. 

G. Sekar, Chartered Accountant 


scheme: Bank FDS 

TAX BENEFIT: Section 80C 

Limit: Up to Rs 1 lakh 

RETURNS: Currently 11 per cent per annum 
LOCK-IN PERIOD: 5 years 


scheme: Medical Insurance 





سے 


TAX BENEFIT: Section 80D 

Limit: Up to Rs 20,000 

RETURNS: Returns to be weighed against 
cost of hospitalisation and treatment 
LOCK-IN PERIOD: Needs renewal every year 


scheme: Housing Loan Principal, 
Stamp Paper Charges, Registration 
TAX BENEFIT: Section 80C 

Limit: Up to Rs 1 lakh 

LOCK-IN PERIOD: For the duration of the loan 


sceme: Housing Loan Interest 

TAX BENEFIT: Section 24 

unir: Up to Rs 1.5 lakh 

LOCK-IN PERIOD: For the duration of the loan 


come tax bracket of 33.6 per cent, 
it is still better to pay the tax 
(which works out to Rs 55,000 
for Rs 1.5 lakh). “The remaining 
Rs 95,000 could be invested for 
better returns elsewhere,” he says. 
Therefore, plan wisely. 
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Up the ladder | RAI 


ith its objective of creating a nationwide Broad- 
band Telecom and Multimedia Network, RailTel 





has new plans in the offing. Managing Director, 
S.K. Vasishta on the road ahead: 

What are the core functional areas of RailTel? 

RailTel Corporation of India Limited was formed in Septem- 
ber 2000 with an authorised capital of Rs 1000 crore to mod- 
ernise Indian Railways telecom network, create a nationwide 
Broadband Telecom and Multimedia Network, 
and contribute to realisation of goals and objective 
of National Telecom Policy 1999. 

It was decided that Railways ROW for estab- 
lishing OFC network and OFC based telecom as- 
sets shall be transferred to Railtel for building the 
network for railways own use and for commercial 
exploitation of surplus capacity. 

What has been the growth since 2000? 

From a OFC network of less than 5,000 km trans- 
ferred to it in the year 2000-01, RailTel has since 
expanded the net-work to 32,339 km by March 2008 and the 
target is to lay additional 10,620 km of OFC by 2012. Using 
this, RailTel is providing:: 

1. Leasing of bandwidth to service providers under IP-H 
license 

2. Leasing of infrastructure services such as dark fibre, co- 
location, tower space under IP-I license 

3. TDM leased lines, Data, IP services and VPN services un- 
der ISP, VPN and NLD licenses respectively. 

Could you share with us your financial achievements? 

In financial terms, 2007-08 has been an excellent year—Our 


income touched Rs 200 crore, reflecting a growth of 74 per 





S.K. Vasishta 
(Managing Director) 


cent over the previous year; operating profit after tax and 
depreciation stood at Rs 56 crore. The company also joined 
other Railway PSUs by paying a dividend of Rs 5 crore to the 
railways. 

Future targets and plans for expansion. 

Works amounting to Rs 300 crore are sanctioned to increase 
our reach and capacity. DWDM phase | work is near comple- 
tion over a length of 9000 Rkms. 2nd phase of DWDM work 
over a length of 10400 Rkms, has also been tak- 
en in hand. This shall make our network 400G 
capable. We are also executing Next Generation 
Network for carrying NLD traffic. We also have 
plans to construct data center based storage 
service. 

The target for 2008-09 is to achieve a to- 
tal OFC network of 34,000 km and increasing 
short haul POPs to 3,200 stations. RailTel's to- 
tal El leasing will increase to 21,000 by the end 
of the fiscal compared to 14,024 in the previous 
year. Revenue earning target has been pegged at Rs 358 crore. 
though RailTel would strive to reach the magical figure of Rs 
500 crore. 

Any new technologies in the offing? 

We are in the process of rolling out National Long Distance 
(NLD) services in this financial year. This will be done in 
18 cities on the Next Generation Network (NGN) in phase | 
and phase II in another 27 cities. The cities in phase I include 
Bangalore, Chennai, Mysore, Coimbatore, Hyderabad, Ma- 
durai, Mumbai, Pune, Ahmedabad, Nagpur, Delhi, Chandi- 


garh, Jaipur, Jalandhar, Lucknow, Kolkata, Bhubhaneshwar 


and Patna. 

















GUEST COLUMN 
SOM MITTAL President, NASSCOM 





ECENT DEVELOPMENTS IN THE 

US financial markets have 

had a direct impact on other 
sectors and countries across the 
world. Economies like India’s are 
slightly more insulated than oth- 
ers owing to the tight regulatory en- 
vironment. However, export 1በ- 
dustries like rr and BPO, which are 
globally integrated, will surely see 
some impact. Despite this, we will 
still see growth, even though it may 
be a slightly lower than the 30 per 
cent-plus we have seen in the past. 
This industry's foundation is hu- 
man resources and growth—linear 
or lateral—and this will necessarily 
mean more hiring. The impact of 
the slowdown may remain for a 
few quarters after which growth 
will be back. 

To put things in perspective, 
the Indian IT-BPO industry currently 
employs two million individuals di- 
rectly, an increase of about 389,000 
professionals over financial year 
2006-07 and indirectly supports 
another 8-9 million people. Of 
these, almost 700,000 are working 
in the BPO sector alone and these are 
individuals with science and arts 
backgrounds. IT services (including 
engineering services, R&D and soft- 
ware products) exports, and the 
domestic IT industry provide direct 
employment to 860,000 and 
450,000 professionals, respectively. 
The average age of employees in 
this industry is around 27 years. 

If we were to take a look at this 
industry's contribution, it has taken 
over the responsibility of training 
and "finishing" of the workforce— 
with 16-18 weeks of robust on- 
the-job training, even as India's ed- 
ucation system reforms itself. On an 
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average, the top 10 companies hire 
in excess of 20,000-25,000 indi- 
viduals every year from campuses in 
a staggered process, since no cam- 
pus has the capacity to absorb all 
these candidates at one go. These 
candidates are then trained to de- 
liver at a global competence level. 
The industry then offers them a 
world class work environment, 
where they service global clients 
and work on cutting edge tech- 
nologies. These factors go a long 
way in adding to the experience 
of the individual in the long run, 
and are unique to our industry. 

[n recent times, there has been a 
lot of hearsay about lay-offs and 
employment scenario, though there 
are very few specific examples of 
the same in the IT industry. lt is 
important to view these through 
an educated viewpoint. Given the 
current economic downturn across 
the world, companies will tread 
cautiously and the industry will 
raise its entry bar. This is because 
India has over the years attained 
a leadership position in this space. 
The customer expectations are high 
and hence, the industry must meet 
the standards, if not exceed them. 

NASSCOM’s preliminary re- 
search indicates that although there 
may be a slight impact on new 
hires, we will continue to hire. This 
Is good news. 

We have noticed certain trends 
that are likely to guide and set the 


"On an average, top 10 
companies hire in 
excess of 20,000-25,000 
individuals every year" 





tone for fresh recruitments in the 


industry. These include lowering 
of attrition levels by 6-7 per cent 
compared to existing levels, which 
vary from company to company; 
broadening of the manpower 
base—over the past five years, the 
industry has grown from employing 
430,114 in 2000-01 to two mil- 
lion in 2007-08, thereby lowering 
the percentage of new hires—and 
increase in productivity and utili- 
sation levels. Recruitments are now 
being made closer to deals. 

In terms of upcoming trends, 
while there may be a few specific 
verticals like mortgage and financial 
services that are directly impacted, 
others like healthcare and utilities 
continue to grow as per projec- 
tions. The drivers of hiring over the 
next few quarters will include fac- 
tors like lack of technically 
equipped resources in the us, 
changing demographics of the 
world, the transformation that is 
happening at a rapid pace and 
shortening of time to market, 
which calls for greater competen- 
cies that India possesses. 
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An Opportunity in Risk 


Credit analysts and risk managers are in demand. 


THE GLOBAL MARKETS IN‏ 1111م 
the grip of severe financial‏ 


crisis, the demand for credit analysts 


and risk managers is on an 
upswing. This is be- 
cause in these uncer- 
tain times, compa- 
nies across sectors. 
want a thorough | 
analysis of the fi- 8 
nancial health of 

corporations. 

Credit analysis is 
the method by which one cal- 
culates the creditworthiness of a 
business or organisation. Credit an- 
alysts are employed by banks (com- 
mercial and investment), credit rat- 
ing agencies, mutual funds, private 
equity firms and NBFCs (non-banking 
financial companies). 

Says Naresh Thakkar, Managing 
Director, ICRA: “Credit analysis of- 
fers a variety of career opportunities 
within the increasingly diverse 
financial services sector. Credit an- 
alysts help these institutions make 
calculated decisions on lending 
money or making investments.” 

At the micro level, the analysts 
assess the creditworthiness of vari- 
ous small and mid-size businesses. 
After analysing the companies’ 
financial statements, the analysts 










submit re- 
, ports to the 
issuers—4n 
most cases 
either a bank 
or an NBFC— 






ports, the banks take de- 
cisions on whether to sanc- 
tion or renew commercial 
loans to those businesses. 
Says Mohit Mohan, 
Managing Director, Gilbert 

Tweed Associates, a leading ex- 
ecutive research firm: “Credit ana- 
lysts create risk profiles of compa- 
nies on the basis of their balance 
sheets, credit histories and past 
transactions.” 

These professionals also sit with 
key management teams in order to 
evaluate the other risks involved, 
following which, they prepare a de- 
tailed report about the company, 
and based on this report, various 
types of lending decisions, from the 
straightforward to the very com- 
plex, are taken. Similarly, credit an- 
alysts hired by I-banks, MFS and PE 
funds help firms make informed 
investment decisions. 

Credit rating agencies also hire 
risk managers and credit analysts 
in large numbers. Says Deshraj 





and based on these re- 





Dogra, Deputy Managing Director, 
CARE Ratings: “Whenever a com- 
pany wants to raise money from 
the market, it needs credit rating 
agencies to rate those securities or 
papers. After the assessment is done, 


d (CUR by 
giving them various grades de- 
pending on the risk involved." 


credit analysts certify the pap 
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bt reporter’s diary 





The stock market 
meltdown has turned 
the lives of the 
dealers upside down, 
discovers BT's 
RACHNA MONGA, Who 
spent a day at a 
broker's office in 
Mumbai. 
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Mumbai 


N 15 MINUTES, THE TICKER AND 

the screen will start moving, but 

most of the 30-odd pairs of eyes 
at Sunidhi Consultancy Services’ 
South Mumbai office are hooked on 
to Virendra Sehwag’s next move 
in the ongoing Test match between 
Australia and India. At a time when 
the chips are down for the 
stock market, cricket seems to 
have taken precedence over 
market moves. And with Asian 
markets down at the mom- 
ent, there is little hope that 
Indian markets will behave 
differently. 

Nonetheless, as the clock 
approaches 9.55 a.m., some 
eyes turn towards the trading 
screens and as the ticker starts 
moving, there is an intermit- 
tent clatter of keyboards. The sub- 
brokers and dealers sitting in the 
room have switched their loyalty 
from Sehwag to CNBC for the mom- 
ent. But clearly, the bear run of the 
past few months has resulted in a sea 
change at brokerage firms like 
Sunidhi. No longer are there inces- 
sant phone calls from investors. In 
fact, there is hardly any buy or 





12 NOON: Tea time! Dealers 
shuffling channel from 
CNBC to Neo Sports 





sell orders to be punched in. Little 
wonder then, those who get bored 
of watching the falling prices switch 
the channel to the match, which is 
more interesting as India has lost 
two wickets. A 200-odd point fall in 
Sensex is hardly a reason to get 
worried any more. 

As the markets start recovering 
around 2-2.30 p.m., the trading 
screen gets more attention than the 
television scr 
een. Sensex 15 
down by just 
11 points. As 
some stocks hit 
circuit breaker, 
a dealer knocks 
the table with 
joy. Another 
one is trying to 
juggle with sim 
ultaneous calls 
on his landline 
and mobile. Sud 

denly, the trad 
ing room is 

















SENSEX VS 


CRICKET 


(Intra-day Sensex 
values on Nov. 6) 












bt reporter’s diary 


buzzing with activity. Elsewhere in 
the trading room, one group of 
dealers is quietly glued to the trad- 
ing screens. Another has invented 
what can be called the humour of 
stock market crash 2008 that draws 
analogies of the bearish stock mar- 
ket with famous dialogues from the 
blockbuster movie Sholay. One 
dealer shouts Kitne aadmi the? 
(How many men were there); some- 
one shouts back Sarkaar, 100 1 
mandi wale the (100 men, who 
were all bears). Yeh bhav dekhne 
ko nahin milega (you won't get to 
see Sensex at this level), 1 am told, at 
a time when the Sensex is inching to 
its day's high of 10,109.45. "Does 
that mean it will go up or down 
from here?" I ask. *Madam, aaj kal 
bhav upar kaban jata bai; sab kuch 
neecbe hi jata bai, (Nothing goes 
up these days; everything comes 
down)," 1 am told. 

“Sale, sale, Suzlon on sale,” 
shouts another dealer Mukesh, who 
sounds like one of those vendors, 
who sell export surplus clothes in 
Fashion Street in Mumbai. His col- 
leagues surround him and wish 
him—it’s his birthday and the deal- 
ers decide to celebrate with choco- 
lates instead of cake. “Gone are the 
days when we used to have big par- 
ties," a dealer says. 

Things have indeed changed. 
This isn't the way these brokers 
and dealers started their day during 
the unprecedented bull run. Till 
January, the pre-market hours were 
spent on punching the client orders. 
During the trading hours, nobody 
had time to lift the remote and 
check India's score or crack jokes. 
The post-market hour was the time 
to take stock of the day and call 
up clients for payments. And birth- 
days were surely a time to order 
cakes and bhajias. 

Around 3.20 p.m., as trading 
hours draw to a close, the enthusi- 
astic voices and jokes are decimated 
as Sensex slips by 400-odd points 
from its day's high. *Change the 


188 BUSINESS TODAY 


NOVEMBER 50 2008 


THEN 





@ Dealers spent the pre-market hours 
in taking down the ‘buy’ and ‘sell’ 
orders from clients and feeding it 
into the trading screen 


@ Lunch and coffee breaks were 


possible only after the market closed 


@ Historic highs of the market or 
birthdays of colleagues were 
celebrated with fanfare 








@ Pre-market hours are spent in 
catching up with colleagues in the 
dealing room or attending general 
enquiries from clients 


@ Long lunches and coffee breaks can 


be accommodated before 3.30 p.m. 


@ Birthdays are no longer lavish. 
There is hardly any "high" which 
deserves a party 





channel now and check the news,” 
screams a dealer. The villain 15 
inflation rate that has gone up from 
10.68 per cent to 10.72 per cent. 
She is staring at the screen, which is 
full of red blocks that signify that 
most of the shares have fallen. 

At 3.30 p.m., trading halts. 
Some dealers are quick to shut the 
trading screens while others relax in 
their chairs. There are hardly any 
stock-taking jobs to be done or 
clients calls to be made. Some deal- 
ers switch to play Solitaire on their 
computers and others assemble 
around the television screen to 
watch Sachin Tendulkar and Saurav 
Ganguly bat. The debate is not 
about why inflation has gone up 
or why the banks are cutting inter- 
est rates, but it’s about how many 
runs India will score in the match. 
Some shut the screen; pack up their 
bags and rush to catch the 4.18 
p.m. train to Borivali. “Train was 
never the regular mode of trans- 
portation, but car fuel is unafford- 
able with this kind of income from 
market,” says Girish Kotian, who 
walks out in hurry. 

The sharpest ever fall in mar- 
kets has changed the mood and 
lifestyle of these dealers—for good 
or bad, and they seem to have taken 
it in the stride. The income levels 
have come down drastically, but 
there is more time to be spent with 
the family—or at least that’s what 
they say. Take for instance, Shilpa 
Zota, a sub-broker who has been 
associated with the firm for five 
years, who manages to step out for 
lunch, something she could rarely 
do during the good times. And her 
family isn’t complaining as she is 
home by six in the evening. Amit B. 
Shah, another sub-broker, celebrated 
this Diwali without crackers and 
his only hope is that next Diwali will 
be full of fireworks. It was another 
day of losses for 30-odd dealers 
and sub-brokers, but the smile on 
their faces gave me a feeling that this 
too shall pass someday. 8 
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Lessons for CEOs 


Two consultants—who graduated out of Harvard as 
Baker scholars—unveil four simple laws to put 
companies on the high growth path. SRIDHAR K. CHARI 


WO HARVARD BUSINESS 

School Baker scholars 

with decades of mana- 

gerial and consulting 

experience have pro- 
duced a deeply substantive, imm- 
ensely practical management how- 
to in The Breakthrough Imperative: 
How the Best Managers Get 
Outstanding Results. 

Clearly addressing themselves to 
CEOs and “General Managers”, Mark 
Gottfredson and Steve Schaubert 
highlight the need for top manage- 
ments to achieve “performance 
breakthroughs” fast. The fact that 
managers seem to have increasingly 
less time in which to turn things 
around or put those crucial changes 
in place—a scenario of “high exp- 
ectations and short time frames"—is 
a consistent theme underpinning the 
operational portions of the book. 
This goes along well with a nice 
sense of urgency that the authors 
create in their style and tone. The 
book is a brisk, albeit meaty, read for 
a busy business leader. 

Talking about leaders, this 
book is not, thankfully, another 
*become-a-leader" book. The aut- 
hors mention, in passing, a truth 
that often goes unrealised: 
Leadership attributes, while neces- 
sary, are not sufficient to explain 
managers’ relative performance. 

What the book does, instead, is 
elaborate upon four deceptively 


Steve Schaubert 
Collins, 2008 


Pages: 367 Price: $26.95 


simple “laws” of business. These 
are followed by a set of prescriptions 
on how to use them to analyse a 
business and put a company on the 
road to superior performance. 
Very quickly into the book, 
the reader will realise that the prin- 
ciples and recommendations are 
anything but simplistic. There are 





no pop prescriptions of the man- 
agement self-help variety. The 
authors’ claim of these four laws 
being “pressure-tested hypotheses”, 
rings true, as does their lament that 
business schools pay these laws only 
cursory attention. 

Their starter message: under- 
stand these fundamental laws, and 
identify and follow a clear path to 
performance improvement. And 
the laws themselves? 
= Costs and Prices Always Decline 
s Competitive Position Determines 
Your Options 
= Customers and Profit Pools Don't 
Stand Still 
= Simplicity Gets Results 

The first law, that costs and prices 
always decline, resurrects the out- 
of-fashion notion of the experience 
curve. This is an extension of the 
learning curve, and shows that peo- 
ple and companies get better at what 
they do over the years; so, costs 
come down, and quality goes up. 

Over the long run, the experi- 
ence curve holds true. If costs are 
not going down in your company, 
you can be pretty sure that a com- 
petitor is driving them down else- 
where, and with it, prices. The 
corollary, which the authors stress, 
is that market leaders are experience 
curve leaders. 

A company’s options are cir- 
cumscribed by its position vis-a-vis 
its competitors, and strategies in 
isolation are doomed to failure. 
Know where you stand relative to 
your competitor, and what that 
implies for your actions, the authors 
say while talking about their 
second law, 

A solid #2 or #3 player, for 
example, will need to invest agg- 


ressively, innovate, cut costs and 


improve customer loyalty. Even mar- 
ket leaders have to be careful about 
possible pitfalls like lack of inn- 


The book is not, thankfully, another "become-a-leader" book. The authors mention 
that leadership attributes are not sufficient to explain managers’ relative performance 
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ovation, and collapsing 
price umbrellas, and pay 
attention to segmenta- 
tion and branding. 

The third law high- 
lights the fact that cus- 
tomer preferences and 
behaviour are always 
changing, and the profit 
pool, covering the entire 
value chain in a specific 
business, shifts and 
changes with it. New 
innovations or modifi- 
cations in the business 
environment have their 
own impact. Apple’s 
iPod and the iTunes 
market it created is a 
classic example. 

If law #4 sounds the 
most simplistic of all, 
just consider what it act- 
ually means—under- 
standing and navigating 
your way through the complexities 
of the modern business environ- 
ment, including product complexity. 

Complexity, say Gottfredson 
and Schaubert, can have serious 
cost implications, and a good man- 





ager has to learn to keep 
things simple. It is fash- 
ionable these days to 


one" and "long tails". 
This is a scenario where 
large numbers of prod- 
ucts and services are 
offered and customised 
to the specific needs of 
customers in small 
segments. 


But this, they warn, 
applies only to select 
businesses, and is fraught 
with peril in most sec- 
tors. "Complexity 
doesn't show up on a bal- 
ance sheet... it can sneak 
up on an organisation 

without being noticed." 

Even the ode to simplicity, how- 
ever, is not a prescription by itself. 
As the authors insist, none of these 
laws is prescriptions—they are des- 
criptions of the way business act- 
ually works. 


talk of *segments of 


The prescriptions come later; 
the authors offer readers a PLOT 
(Plan, Lead, Operate and Track) 
template for change, which will 
take them from their point of dep- 
arture to their intended point of 
arrival. These sections, apart from 
using the four laws, also place the 
onus for change on finding the right 
people and building a core tear 
Get the “rowers” on your te 
eliminate the “drillers,” and shut 











One of the reasons why the book is so convin 
cing is (because of) its customer-centricity 


and motivate the “passengers.” 
One of the reasons why the 
book is so convincing in its forma 
lations and recommendations is its 
customer-centricity, a theme implicit 
throughout the book. It is made 
explicit right up front, when tš 
say: "Great managers know ! 
everything begins and ends with an 
understanding of customer needs 
and perspectives on value." 
The author is a Professor of 
Communications & Managem 
at SDM Institute for Managem 
Development, Mysor 
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Frugality may be the mantra during a slowdown, but consumers are opting for 


affordable entertainment options. KUSHAN MITRA & ANUSHA SUBRAMANIAN 


HRUV GUPTA IS 27, 

married not so long 

ago and has a nice job. 

But Black October has 

taken its toll on his 
stock portfolio. He has lost 60 per 
cent of his investment over the past 
few weeks, but he is still pragmatic 
about it. “Easy come, easy go,” he 
laughs. However, while his out- 
look on life remains rosy, Gupta 
has reined-in his expenses. “I love 
photography and recently bought a 
Canon Digital 51.8 camera. I was 
thinking of buying myself an addi- 
tional lens, but have put that off.” 
Not just that, Gupta and his wife 
have decided to cut back spending 
on a variety of things. “We love 
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travelling and will still take our 
breaks, but I don’t think we will 
stay at a fancy resort. I know that 
my portfolio should climb again, 
but recent events have reduced my 
appetite for risk.” While his ap- 
petite for risk might have gone 
down, Gupta, who works in the 
online division of a media 
company, still has a healthy 
appetite for life. 

Or take the case of Aditya 
Bhadauria, 29, a self-employed in- 
dividual, who is travelling with his 
wife and daughter to visit his 
brother-in-law in the us. “Who has 
not lost money in this market?” he 
asks. “Therefore, we have to take 
things easy. We will fly economy 


while travelling abroad. Six months 
ago when my portfolio was health- 
ier, we would have probably flown 
in the front of the plane,” he says. 

Clearly, the downturn has forced 
Gupta and Bhadauria to prioritise 
and scale back, but resilient con- 
sumers like them are still spending. 
Arvind Singhal, Managing Partner, 
Technopak, a consultancy firm that 
among other things tracks consumer 
behaviour, sees a rationale in this. 
“The current working generation 
of 25-35 year olds has seen difficult 
times before 1991 and this genera- 
tion still maintains strong ties with 
their parents, who have seen even 
tougher times. Therefore, the fiscal 
conservativeness is not a knee-jerk, 


MONEY SHARMA 





unplanned reaction, it comes natu- 
rally,” he says. Hence, people are 
putting off purchases, downgrad- 
ing their consumption pattern and 
tweaking their leisure expenditure 
such as drinking and travelling. 

“People are surely travelling less 
often, the numbers say so,” says 
Sam Sridharan, CCO, SpiceJet, “but 
we expect more and more people to 
come to low-cost carriers like us. 
Companies, in their bid to cut their 
costs, will use low-fare airlines 
more.” The latest passenger num- 
bers though are far less positive, 
showing not just a decline in 
growth, but numbers actually come 
down from a year ago. 

Patu Keswani, CEO, Lemon Tree 
Hotels, says that things will slow 
down considerably over the next 
few months. “Leisure travellers will 
start amending their plans. What 
will happen increasingly is that peo- 
ple will adjust their spend, either 
by travelling to someplace cheaper, 
say going to Corbett National Park 
in Uttarakhand instead of Kerala 
from Delhi, and staying at a more 
reasonable place rather than a five- 
star option,” he says. 

While the prognosis for watering 
holes may not be great, it reflects a 
change in consumption pattern. 
Raju Vaziraney, CEO, Radico-Diageo, 


“This year, | plan to spend 
my New Year in 
Copacabana in Brazil” 


E. Narayanan/ 37/ Mumbai 


one of the larger distributors of im- 
ported liquor in India, believes that 
consumption in hotels and bars will 
decline sharply. Says Vaziraney, “I 
feel more consumption will hap- 
pen at home now rather than bars as 
people will want to save money. 
Drinking out is still incredibly ex- 
pensive in India, and with discre- 
tionary spends going down, this 
segment will suffer. We are noticing 
a considerable downgrading in 


“Recent events have reduced 
my appetite for taking risks” 
Dhruv Gupta/ 27/ Delhi 
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brands, people preferring cheaper 
premium brands instead of more 
expensive super-premium ones. But 
I believe that people will spend.” 

One of these spenders is E. 
Narayanan, 37, who works as the 
Head of Product Development 
with a Mumbai-based software 
firm. He saw his stock portfolio 
value reducing by approximately 
40 per cent in the current market 
meltdown. “This is the third stock 
market crash that I am going 
through,” he says. Narayanan ent 
ered the market when the Sensex 
was around 15,000 points and 
began its heady climb to 20,000. 
He started exiting when it fell to 
14,000. “I am quite seasoned at 
handling these situations and hav: 
not put all my money in stocks,” 
he adds. Narayanan stills visits 
his regular watering hole in cen- 
tral suburbs of Mumbai. He plans 
to spend the New Year in 
Copacabana in Brazil and also 
visit Argentina. “I do not think 
there is going be a change in this 
plan,” he says. 

Leisure has historically proven to 
be downturn-proof. Little surprise 
then, the industry is still showing 
some exuberance in 
Technopak’s Singhal has a fairly 
positive outlook, “I believe the job 
creation market will have some 
challenges and that will create some 
social tension, but most of the 200 
million-odd salaried workers in 
India do not need to worry.” Some 
like Narayanan seem to be already 
taking the cue. 88 
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Starship Enterprise 


An enterprise phone is much, much more 
than a phone. KUSHAN MITRA 


NTERPRISE MOBILE DEVICES, SO-CALLED BECAUSE 

of their ‘enterprise’ focus with e-mail and 

application tools built-in, has long been the 
preserve of Canadian firm Research In Motion 
(RIM)—makers of the ubiquitous BlackBerry devices. 
So, which is the best BlackBerry for you? 


BLACKBERRY 8100 ‘Pearl’ 

This is the ‘Cute’ BlackBerry, nice small form 
factor, nice to look at and easy to use. This is the 
perfect device for an ‘enterprise’ beginner, even 
though the ‘SureType’ key input might take some 
getting used to. 

Starts from Rs 23,000" 


BLACKBERRY 8300 ‘Curve’ 

The ‘Baby Berry’, the ‘Curve’ adds a full keyboard 
into a very nice little package and has been one of 
the most popular BlackBerry handsets ever. 
Newer models feature beefed up specifications, 
but the Curve faces serious competition from the 
likes of the Nokia E71. 

Starts from Rs 24,000* 


BLACKBERRY 8800 
This was until recently the ‘Daddy’ in the BlackBerry 
family, with its no-compromise features. Though the 

entry of new device from competing firms has made 
RIM realise that it needed both new hardware and soft- 
ware. The 8800 is still the top-end BlackBerry on CDMA 
networks of Reliance Mobile and Tata Indicom. 
Starts from Rs 31,000* 







d 
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BLACKBERRY 9000 ‘Bold’ 

This is the new ‘Daddy’ of the BlackBerry family, featur- 
ing an updated user interface and a simple yet effective 
new design, this device has been devised to keep the high- 
end competition at bay. It addresses a lot of complaints 
users had with previous generation BlackBerrys but a 
CDMA-capable version of the Bold is yet to be launched. 
Starts from Rs 36,000* 


*Prices are estimated retail prices. Exact price and model variant may vary across operators. 


BLACKBERRY'S 
NEXT-GEN 


‘Storm’ 






Î Considering the damage it 
| might create on the market- 
| place for the competition, 


this device is aptly named. 
But how much will it cost? 
And if it is attractively priced, 
will this touch screen device 


| destroy the iPhone once and 
Í for all in India? 


8200 ‘Flip’ 


This addresses the market of 


| people who love the 
‘clamshell’ form factor and 


also makes BlackBerry's 
appeal to the ‘fashion’ set. 
But don’t think of this as a 


Î shallow device. Genetically 
| it belongs to the Pearl family. 


8900 ‘Javelin’ 


RIM will not confirm or deny 


| the existence ofthe Curves “I 
| replacement, but it is coming, f 
Î and it will also feature the 


new interface that debuted 
on the Bold. 
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New Stars That Have Invaded the BlackBerry Universe 


Nokia E71 

Full keyboard handsets were 

too big and too expensive b" 
Nokia took on BlackBerry on 
their turf with this remarkably 
affordable device. The keys 

are a bit tiny, but you get 

used to them. 


PRICE: Rs 20,000 


HTC Touch Diamond 

We liked this device when 
we used it, the touch screen 
and HTC's own ‘touch-FLO’ 
interface worked rather well, 
but somehow at this price it 
has to be about more than 


just looks. 
PRICE: Rs 28,000 


NOKIA E66 

Small, light and reliable, the 
E66 is winning over fans mainly 
because of its design, you don't 
get too many slim slider devices 
with e-mail. Plus, you get a few 
months of free voice-aided 


navigation thrown 18. 
PRICE: Rs 20,000 






SonyEricsson XPERIA X1 
Part touch screen with a sliding 
keyboard, this phone surprises you 
in that despite the features, it does- 
n't weigh a ton and it actually 
works rather well on Windows 
Mobile. PRICE: Yet to be launched 






sony Ericsson 


SOFTWARE TO CHARGE UP YOUR ENTERPRISE DEVICE 


A 
Kp Quickoffice 


OFFICE FILES—While 
Windows Mobile users 
can use mobile ver- 
sions of Microsoft 
Office, QuickOffice is 
the best office docu- 
ment editor available 
for mobile devices. 
The Editor software 
costs a bit—$20 (Rs 
1,000). Check 
www.quickoffice.com 


E 


ADOBE READER for 
mobile is available 
again for all major 
mobile operating 
systems, but check 


| your device to see if 
 areader is pre-loaded. 
| A PDF editor, how- 

. ever, will cost you 

, money. QuickOffice 

| makes one but that 


costs $20 (Rs 1,000). 


198 BUSINESS TODAY NOVEMBER 30 2008 


. Google 


_ MAPS ARE free 

| thanks to Google 

| Maps and a working 
| data connection. 

| Nokia is the only man- 
| ufacturer that pre- 

| loads India-specific 

| maps and has voice- 
aided navigation on 
| their devices. Check 
| m.google.com for 

| the application. 


x Gmail 


| FREE E-MAIL is actu- 
| ally possible on your 

, device thanks to 

| Google. You can 

| configure your device 
| in two or three simple 
| Steps to accept 

| Gmail, attachments 

. and all. See your 

| regular Gmail at 

|. www.gmail.com to 

| find details. 





_ ANEW BROWSER? 
| Well, if you are 

| unhappy with your 
existing browser, 

| check out Opera's 

| Mobile browser— 

. Opera Mobile—this 

| isa lighter, easier 


browser to use for 


| most mobile 
| devices. Visit 
| WWW.Opera.com 
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Persona 








intimidated by the thought T! 

of being trapped inside a gym — gymn 
full of men and women with great — Besic 
physiques and perfect-form exer- Heal, 
cises, and are embarrassed about and p 
how they may look like the weak- Toda 
lings, who know little or nothing — inter 
about how to keep fit. Yashwin intro 
Srinivas, a Men's Health reader Your 
who dropped 25 kgs to become a infor 
cover guy in September 2008, able: 
admits that for the first few weeks T 
at the gym, he'd head straight to two Ff 
the one machine he knew how to exerc 
operate—the treadmill! “I was — that« 
intimidated by the testosterone- physi 
charged weights section, so I went other 
to the machines with soft mould- — foolp 
ings—I think they were meant for easy 


THE POWER TRIO 


Barbell Squat ; Benct 
Stand with your feet hip-width apart, and ፣ Lie on 
hold the barbell across the back of your ፤ floor. ! 


k ITNESS NOVICES ARE OFTEN wom 


shoulders with an overhand grip. With : than s 
your back naturally arched, bend atthe É; Over y 
hips and knees until your thighs are at — ; blades 
least parallel to the floor. Then return to ! the we 
a standing position. : elbow 


: then p 








HOW TO DO THIS 


Start with two light sets of weight-free 1 
squats; rest for 90 secs in between. Next, Mer 
load the bar with a weight you can lift only 

six times with your best effort. Perform five Jamal 
flawless reps, then rest for two mins. Do Caveat 
the same for each of three exercises. Reader. 
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Fashion Model - Monikangana Dutta Emcee Nina Manuel FFF Fashion Designer - Surily 
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Obama's India Connect 


HER TECHNO-SAVVY CREDENTIALS ARE WHAT ENDEARED 
SONAL SHAH, 40, to Us President-elect Barack Hussein 
Obama, who roped in the Director, Global 
Development, Google.org, to be a member of his 
Transition Advisory Board. *My work at Google in- 
volves the use of technology for innovative uses in 
society and it was the President-elect's agenda to har- 
ness technological innovation for daily use," says 
Shah, who's tagged along with Obama since mid- 
2007 as a campaign volunteer. A postgraduate in 
Economics, Shah's previous notable stints include 
tenures at Goldman Sachs Co. and the us 
Department of Treasury, during which she worked 
on post-conflict development in Bosnia and 
Kosovo—helping establish the Central Bank as also 
financial and payment systems. So, what does the fut- 
ure hold for this Indian-American? It's a temporary 
job, she says, as a member of Obama's transition adv- 
isory team. Once the President-elect takes office 
on January 20, 2009, it's back to her day job at 
Google, unless, of course, Obama calls her up for 
national duty in his Cabinet. From four—when 
she first came to the us—to 40, Shah has, indeed, 
come a long way. 










Fresh Innings 


ከጨፌ جع‎ HE HAS BEEN COUNTED AMONG THE MOST INFLUENTIAL BUSINESS AND MANAGEMENT THI | 
world. Now THOMAS A. STEWART, 60, has added another feather in his cap. The former Editor and 
Managing Director of Harvard Business Review has been appointed Chief Marketing and — - 

Knowledge Officer (CMKO) of global management consulting firm Booz & Company. Stewart is also. eae 

a best-selling author, an authority on intellectual capital and knowledge management, and an influential = 

thought leader on global management. In his new position, he will lead Booz & Companys mar- — — 

keting, intellectual capital and knowledge management efforts. Considering the vast experience — 

of this Harvard graduate, this assignment should bea walk in the park. — — . .- 
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Unexpected Turbulence 


THREE YEARS AFTER QUITTING AS THE NON-EXECUTIVE 
Chairman of the contentious Bangalore International 
Airport (BIAL), the ghost of the much-debated project 
seems to have returned to haunt Infosys Technologies 
Chairman & Chief Mentor N.R. NARAYANA MURTHY. 
While Murthy, 62, walked away from BIAL after an 
open tiff with former Prime Minister H.D. Deve 
Gowda, a new Karnataka legislative panel is all set to 





launch an inquiry—including into Murthy's role— 
into the project. Murthy, however, appears unf- 
azed. "As the Non-Executive Chairman of the com- 
pany, I conducted and attended board meetings. I was 
not supposed to get into any activities that the exe- 
cutive management was supposed to handle," he 
explains. While he's no longer involved in the day- 
to-day operations of Infosys, the man remains as 
busy as ever. This latest air pocket then seems like an 
unwelcome distraction. 
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THINKERS OF THE ` 


ipsos Est 


An Inclusive Trip 


HE IS AN OLD INDOPHILE AND SPENDS "AT LEAST 2-3 WEEKS PER 
year" in India. His immediate vision? To contribute to the cre- 
ation of 10 million jobs inside and outside India. This is because 
PERCY BARNEVIK, 67, renowned industrialist and management 
strategist, believes that social and political empowerment 
comes with economic empowerment. Six years ago, this former 
CEO of ABB pumped in several million dollars of his private funds 
into Hand in Hand, a development organisation based in 
Tamil Nadu that works to eliminate rural poverty. He has 
since become Advisor to the Board of Hand in Hand. "This 
mobilisation of poor people in rural areas into entrepreneurship 
and job creation is not only important from a philanthropic 
point of view, but will add 1-2 per cent to India's GDP,” he says. 
Few will counter that. 





PM's New Aide 


HE BRINGS WITH HIM THE 
wealth of nations, the wealth 
of wisdom, that is. Noted 
economist RAGHURAM 
RAJAN, 45, has been ap- 
pointed Honorary Economic 
Advisor to PMO. Known to 
be an authority on macro- 
economic issues, especially 
credit crisis and international 
governance, Rajan comes on 
board just before the G-20 
meets to discuss the financial 
crisis. A former Chief Economist at the International Monetary 
Fund (IMF), he teaches at the University of Chicago's Graduate 
School of Business. Rajan has also been appointed as the 
Chairman of the Planning Commission's Committee on 
Financial Sector Reforms in 2007. By all accounts, the IIM-A 
alumnus is fully armed with credentials to be in the core 
team to help stave off a big fallout of the global economic tur- 
moil on the Indian economy. 
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Training for Politics 


HE HEADS THE WORLD'S OLDEST TRAINING 
company and his clients include 400 
of the Fortune 500 companies. PETER V. 
HANDAL is the Chairman, President & 
CEO of Dale Carnegie & Associates, the 
training firm that works with large and 
middle market corporate organisations 
to impart non-managerial training. “Our 
firm works on a uniquely positioned 
model, which is solely based o1 | 
training capacity,” says the 66-year-old, 
while on a visit to address the JCI World 
Congress in New Delhi. Handal, a 
Masters in Business from the University 
of Chicago, joined the company, which 
counts the likes of American Exp: 
and Citigroup as clients, in 1999, and 
was elected President and CEO in 2000. 
But, in the wake of the current e 
nomic meltdown, how's the business 
doing? *We're doing fine in countries 
like India, China and Saudi Arabia,” he 
says, adding: "These are growing markets 
and the demand for our services is still 
up." What's his advice to employ 
facing the heat? *Work harder, build 
networking skills and indulge in a littl 
bit of politics," he smirks. 
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The new iPhone is here. 
Widescreen iPod, Internet, 
and phone. Allin one super 
fast 3G device. 


more information, 
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NAME: 

AGE: 31 

DESIGNATION: Managing Director 
INSTITUTION: Paramount Airways 





High Flier 


HEN MOST DOMESTIC AIRLINES IN INDIA WERE COUNTING THEIR LOSSES IN 2007-08, 

this was one airline that posted a profit. Today, when others are cutting back on 

routes and frequency of flights, he has (since September) expanded Paramount's 
operations into western India. M. Thiagarajan is truly living up to his image as a contrarian. 
Flying and astronavigation may be his passion but his business philosophy is firmly 
rooted to the ground. "Top line is vanity. Bottom line adds some sanity to it. Cash flow 
is the reality,” he says. It is this guiding principle that made him withdraw Chennai- 
Bangalore flights soon after the new Bangalore airport was inaugurated. He rightly 
judged that the traffic would drastically fall in the sector due to distance and time factors. 
Consequently, as other airlines grappled with unviable passenger load factor in that sec- 
tor, he redeployed the aircraft to launch Chennai-Tiruchirapally service. 

His business acumen and the ability to choose the path less travelled is a crucial dif- 
ferentiator. After the government opened up commercial aviation, all the new players rushed 
in to book Airbus and Boeing aircraft. But he opted for the 70/75 seat Brazilian Embraer 
jets. The choice of aircraft was a masterstroke in terms of lowering operational costs. Fuel- 
efficient Embraer jets need lesser maintenance and have shorter turnaround time. As they 
weigh less than 40,000 kg, the tax on fuel is just 4 per cent compared to 34 per cent for 
bigger jets. They do not suffer any landing or parking charges, too. Moreover, unlike his 
competitors, he did not spread the cheese fine. Instead of launching operations all over 
India, he focussed his five aircraft fleet on south India, offering maximum frequency. In 
a short time, Paramount became the market leader with a 2.6 per cent share of southern 
Indian skies. His positioning of the airline was also off-beat. Paramount offered top-end 
service when low-cost travel was the flavour of the season. *In India, there is no low-cost 
model, only low fare," he explains. The present crisis in the industry is due to 
irrational pricing and over-capacity, he says, adding that corrective measures are already 
on with consolidation and reduction in capacity. Will Paramount be part of the Kingfisher- 
Jet alliance as media reports suggest? "Let's see how the alliance between the two goes. 
If there is anything beneficial for us, we will look at it," responds Thiagarajan, who is based 
in Madurai. Opportunities are something he seldom lets go. 

N. MADHAVAN 
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From The Editor 


N A COUNTRY WHERE FOR DECADES PROFIT WASN” 

something businesses were supposed to be prou 

of, starting a business that is based on making prof 
out of the poor is bound to be considered blasphe 
mous. But what if one way to alleviate poverty is to prof 
from it? And what if this turns out to be the fastes 
and most direct way to reach the poor—without any hel 
or intervention from the government? 

This is the biggest question confronting India’ 
booming microfinance sector today. The person mos 
responsible for this dilemma is Vikram Akula, Founde 
of what is now India's largest microfinance institutio: 
sks. Admired and suspected in equal measure, Akul 
has grown too fast too soon for many observers’ com 
fort. In the process, he may have drifted away from th 
core mission of microfinance—which is to help alleviat 
poverty. Akula, however, presents facts to the contrary 
which are no less forceful. Our 10-page special repor 
on microfinance (pages 98-112) takes you through a 
this, and more. Read it to decide if there is, indeed, foi 
tune at the bottom of the pyramid and what is the be: 
way to pursue it. 

Our cover story 
traverses a very different 
world. It's a story of how 
the King of Good Times is 
fighting the bad times. 
The losses of Vijay 
Mallya’s Kingfisher 
Airlines—once his pride 
and joy—are set to cross 
the profits of his group 
holding company UB in 
2008-09. We track how 
arguably India’s best air- 
line (for passengers) landed into this sea of red, ho: 
that has humbled the irrepressible Mallya, and ho 
he plans to fly high again. 

The media is full of sensational exposes. Bu 
there are very few investigations that also yield read 
ers utility value. Our Reporter’s Diary (page 134 
attempts to do exactly that. To assess the extent o 
price correction in the residential real estate market 
Business Today writers in three cities went out as in 
cognito buyers to several residential properties. Thi 
is because queries as journalists got us nothing furthe 
than the “listed price”. Our findings are interestin 
and useful. In most cases, listed price is the price a 
which the bargain starts and the real price come 
down by anywhere between 10-25 per cent. This i 
one of the most visible signs of the economic slow 
down, the fallout of which will manifest itself i 
several ways—some good (e.g., lower housing price: 
and some not so good (fewer jobs and lower income 


for plenty of businesses). 


ROHIT SARA] 
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INDIA INC.’S BEST‏ :و 
(business today, Business Today brings you the latest list of India’s‏ 

| most valuable companies. For the record, the 
magazine has pioneered this compendium of corpo- 
rate India, and: since 1992 it has become a much- 
awaited publication. This year, we've presented new 
and expanded set of data. BT 500 tables sport a 
new design to aid easier and better understanding. 
As always, we've used the wealth of data to present 
some industry-based feature stories. dedi we're 
W the best in this business. Read on.. 
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e-newsletter, log on to 
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Now, get a hot new management tip for the day every day, and participate in opinion polls 
through SMS on your mobile phone 24 hours a day. 
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Will India's GDP growth rate improve 
in 2009-10? 
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mobile phone. 
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"52424". 
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Company Index 


Time for a Price Cut? 

Despite a call from the FM, industry leaders 
say cutting production is a better way to 
deal with recession. 


Q&A with Gary Burnison, Global CEO of 
Korn/Ferry International 


Business in a Risk-prone World 

Inge Boets, E&Y's Global Head of Business 
Risks, talks about the importance of risk 
management groups. 


The Generosity Index 

America's richest billionaires are competing against 
each other to see who can give the most to charity 
and fund causes close to their heart. 


Top of Mind 


Heathrow-on-sea; The sWaP Phone. 


Policy Watch 
A bird's eye view of what's hot and what's not on 
the government's policy radar. 


Noted 
A Spirited Upswing 


Notwithstanding the ongoing recession, a 
flurry of wine labels has launched in India last 
month. Insiders say there are still no signs 

of a slowdown. 


Licence to Steal 
Dollars are pouring in for telecom licences and 
2G spectrum, but the government isn't gaining. 


Against All Odds 
Despite staring at bankruptcy in the US, General 
Motors is going ahead with expansion plans in India. 


Laptop Largesse 
OLPC wants to replicate its success in the US in India, 
but faces logistical hurdles along the way. 


New Pasture for Tech Firms 
Indian IT companies are scrambling to get into 
the media and entertainment space. 


Seeing Stars 


Pakistan’s economy falls in and out of crisis quickly. 


With its friends refusing to help, how will it pull 
itself out of the latest mess? 








COVER STORY 


52 Fighting the Bad Times 


Vijay Mallya’s aviation business has landed 
in a sea of red. Mallya has a survival 

plan, but he may need to look at drastic 
options CO Stay afloat. 





Cover by Kapil, Photograph by Umesh Goswami 


68 Biyani Battles 


the Blues 

The pioneer of 
organised retail is 
counting on “con- 
scious consumption" 
rather than 
"conspicuous 
consumption"— 
to see his group 
through the 
slowdown. 






74 Stocking Up or Selling Out? 


Subhiksha plans Act II to capture consumer 
attention. But a credit squeeze is hampering 
its expansion plans. 





to keep your business connected. 





SPECIAL 


98 Messiah or Merchant? 
Vikram Akula has revolutionised 
Indian microfinance by 
building SKS—one of the 
biggest brands in rural India. 


His critics feel that he has 
ignored the very people 
he should be helping— 


India's ultra poor. 


Poverty's New 
Saviour 


"India Needs 
Game Changers 
in Microfinance" 





76 Opportunity in Adversity 
The precipitous crash of the stock markets, 
coupled with the liquidity crisis, may have put 
paid to the plans of many entrepreneurs. But 
venture capitalists believe that the present times 
of adversity will lead to interesting opportunities 
as also a brutal Darwinian selection of the most 
robust new businesses. 


84 Head Wind? Who Cares! 


Reliance Infrastructure, 
the oldest among the 


MONEY 


118 Coping with an Uncertain Market 
The market meltdown has cleaned up nearly 
60 per cent of investor wealth. How are 
investors trying to cope with their losses? 


124 The Art of Living Frugally 
After a prolonged period of 
good times, it is time to 
tighten your purse strings. 


JOBS TODAY 


126 From Talent Crunch to Cash Crunch 
As corporate India goes through this fundamental 
shift, how is it impacting the job market? 


REPORTER'S DIARY 


134 The Ground Reality 
What is the best deal you can get on a 
house against a developer's listed price? 


138 Sports Marketing Deciphered 


BACK OF THE BOOK 


142 Heady Delights 


If chocolates can have rum filling, why not 





Anil Dhirubhai Ambani the sandesh? Nakur's, magician of the sandesh, 
Group companies, with rides the globalisation wave. 
the legacy of Bombay 
Suburban Electric Supply 144 Printed Circuit 
(BSES), is trying to build — 145 Treadmill 
| | Itself a new future in 
Anil Ambani diical mes. 150 People 


90 Sasken's Survival Struggle 
It was among Indian IT's most promising 
companies, but turmoil in its key markets 
and some costly misses have plunged the 
Bangalore-based firm into a battle for survival. 


94 Sunset or Sunrise? 
We sift through key economic indicators to 
analyse what's in store for the Indian economy. 


114 The Route to Dharmacracy 
Management practitioners are turning to the 
introspective wisdom of the Gita and other Indian 
texts as an alternative to rapacious capitalism. 


^ 


Nancy Barry, Y.V. Reddy, Richard Levin and Suresh Gurumani 


LEADERSHIP SPOTLIGHT 


152 Nandan Mohan Nilekani, Co-Founder and 
Co-Chairman, Infosys Technologies. 














ough our extensive data network spanning India and the globe, we offer a suite 


lata services including Internet access, data solutions, access services, managed 


work solutions and infrastructure support that keeps your business connected. 


know more, visit us at www.airtel.in/business or mail us at business@airtel.in 
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A Leaf Out of Obama’s Book 
READING DECODING OBAMANOMICS 
and How to Vote Profitably (BT, 
November 30) holds out quite a 
few lessons we could do well to 
practice. Barack Obama winning 
the us presidential election is a good 
sign of change in the thinking of 
Americans. Improved relation bet- 
ween whites and blacks will surely 
lead to greater progress and devel- 
opment in the us. Indian politi- 
cians, especially those who are try- 
ing to divide India along regional 
and caste lines, can learn a lesson or 
two from Obama’s landslide vic- 
tory. Our voters, too, should show 
more discernment, by voting out 
politicians always looking to drive 
a wedge in people’s minds and 
seeking to capitalise on such divi- 
sions. Unfortunately, in India, most 
voters are easily taken in by politi- 
cians with an axe to grind. 

MAHESH KUMAR, through e-mail 


Politics Treading on Business 

OF LATE, CORPORATE INDIA HAS BEEN 
witness to concerted attempts at 
political interference in the way 
companies run their business. Your 
feature, Politics of Slowdown (Br, 
November 16) highlights this bale- 
ful trend to good effect. In recent 
times, two big business houses, 
namely, the Tatas and Jet Airways, 


10 BUSINESS TODAY DECEMBER 14 2008 


An Invaluable List 

COMPILING A LIST OF INDIA'S MOST VALUABLE 
Companies (BT cover, November 30) 
can be an arduous exercise at the best of 
times. But you have been doing an ex- 
cellent job of compiling the list over the 
years, so much so that it has come to be- 
come a much awaited annual rite of 
passage. I notice that this year, though 
there is additional data on market capi- 
talisation of companies featured in the 
list, you have missed out on industries like 
manufacturing and automobiles in the 
coverage of industry-specific sectors. 


ANIL PATWARDHAN, through e-mail 


were forced to review their plans 
thanks to meddlesome politicians 
pandering to vote bank politics. 
However, in financially straitened 
times like the present, even big 
corporate houses have to resort to 
drastic measures to keep themselves 
afloat, which may include down- 
sizing and retrenchments. Political 
interference in such matters is 
neither desirable nor defensible. 
BAL GOVIND, through e-mail 


Changing Times 
THE “TUFFS” AND “MR COFFEE” ADS 
(BT, Heed Those Jingles, November 
16) caught the imagination of the 
viewers for reasons other than cre- 
ative merit and aesthetic taste. In the 
past, subjects dealing with sexuality 
were brushed under the carpet, 
which no longer is the case. Today, 
you face such issues head-on be- 
cause society is far more liberated 
than it was in the ’70s and '80s. 
Experimentation is all the rage and 
ads mirror this trend only too well. 
SEEMA MALIK, through e-mail 


A Comprehensive View 

THE MELTDOWN IMPACT (BT, NOVEMBER 
16) offered a most comprehensive 
and illuminating read. I feel that BT 
has been able to enunciate the ef- 
fects of the global financial crises on 
our economy in the right perspective. 


RBI Governor D. Subbarao’s inter- 
view was impressive as was his 
assurance that the Reserve Bank is 
on the right prescriptive course to 
find the right balance between 
growth and price stability. Elsewhere 
in the package, N.R. Narayana 
Murthy’s observations on the IT 
sector and his analysis of the fault 
lines and reasons for the slowdown 
were incisive and instructive in 
equal measure. Murthy’s espousal 
of inclusive and compassionate 
capitalism, his emphasis on seeking 
out reliable vendors and on 
exploring business in new regions 
are, indeed, commendable. 

B. RAJASEKARAN, through e-mail 


Better Than the Best 

WOW! WHAT A WONDERFUL SELECTION 
of top Indian marketers (BT, 
November 16). In fact, the Gujarat 
CM is more than a good marketer— 
he has such a charismatic personal- 
ity—that we Gujaratis see in him the 
ideal person with the capacity to 
lead our country. Modi has guts, 
vision and all the 32 lakhsanas (ac- 
cording to Hindu mythology) to 
become the Indian Prime Minister. 


CHARU SHAH, through e-mail 





EPSON 


EXCEED YOUR VISION 


. A 
يت‎ T حا سو مدان لات شت كه _ ان ب‎ __ 


EPSON MEANS BUSINESS. Do you? 





For 7 consecutive years Epson Multimedia Projectors have been the World No.1. Designed to Gai 
leave your audience speechless, with stunning images, superior technology and features, Epson Epson Multimedia Projectors 
Multimedia Projectors always let you stay on top. Hardly surprising that the world's most / THE WORLD NO 1 


successful presenters use one. Do you? 


*Consecutively for 7 years. Source: Worldwide Market Share 2007. Futuresource Data 





To know what Epson can mean to your Business, email business@eid.epson.co.in 


The Audi R8. 





w ዎፍ 


= = 
—- 


حلم ام 


Born of powerful ideas. 


"HE 
nh 


[| 


d of 
fection. 


‘ve ever built. For our engineers painstakingly fit 5000 of 


permanent all-wheel drive, Audi Space Frame, FSI technology and more. 


The Audi R8 possesses all the powerfu! ideas we have conceptualised and perfected over 


the years - quattro® 
its mid-mounted engine takes it from O to 100 in less than 4.6 seconds at a top spee 


its parts entirely by hand. The result is a sports car which embodies automotive per 


301kmph, yet it's the slowest car we 
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A UOI 
Authorised Dealers: Audi Ahmedabad 0-9998001 123, 0-999860! 
Audi Bangalore 080-28521548, 0-9632224330 Audi Chandigarh ()1 72-306891 1, 0-9876429 
Audi Chennai 044-32428698, 0-9940218208 Audi Delhi O11-46007300, 0-99999174 
Audi Gurgaon 0124-4510200, 0-9958592168 Audi Hyderabad 040-23324545, 0-7) 
Audi Kochi O484-4147777, 0-9249412345 Audi Mumbai 022-67441111, 0-98190900 


Audi Pune 020-41004747, 0-9970007040 Arriving soon in Kolkata and Ludhiana 
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Trends 


Time for a Price Cut? INSTAN TIP 


3 t The fortnight's burning question 
Despite a call from the FM, industry leaders say — » 
cutting production is a better way to deal with Do you expect real estate 


recession. VIRENDRA VERMA prices to crash by the 
end of the current 


financial year? 











SHOP ع‎ 


aes Yes. Renu Sud Karnad, Joint 
HOP& S HÜP ግ WI ^ Managing Director, HDFC ‘2 

552333 5 y EVERY WEEK In the past few years, apart from 
val " T" ፪ — n aaan ; - property rates moving up 
EVERY WEEK EVERY WEEK - | Bg -| sharply, developers have largely 
a BÑ stayed focused on larger sized 

ha د11‎ ae 1 | apartments, thereby increasing 

| | the overall cost of the unit. 


Hence we would see rates 
correcting by about 20 per cent 
and smaller flats being built. 


Maybe. Anuj Puri, Country 
Head & Chairman, Jones Lang 
LaSalle Meghraj 

Today, India’s property market 
boom has definitely frayed at 
the edges. There has been a 
slowdown in transactions in a! 
sectors. Going forward, interes 
rates and negative cash flows 
will certainly put downwart 
pressure on property prices 


mp “መሥ 


No. D.P. Srivastava, Director. 
Omaxe 

A further crash looks unrealisti 
at this point of time. In the 
last two years, the prices o/ 
raw land have gone up mani- 
fold. So, the projects started by 
real estate developers on thos: 





Now with world-class 


Money Wise: Chopping prices may prevent a further demand slump 


HE COUNTRY’S FINANCE MINISTER AND INDIA INC. ARE SINGING 
different tunes. While P. Chidambaram wants industries across 


segments to reduce prices of goods to boost flagging demand, lands give them little leeway to 
most industries feel the right way would be to cut production. Who’s slash prices. Even if some 
right then? developer is willing to cut 
Sample this: Honda Motors sold 98 Honda Civic Hybrid cars in a prices further, others won't 
single day in November when it reduced the price of the car by Rs 8 lakh. let it happen as the cascading 
This was more than the total number of Hybrids sold by Honda effect of such a drop could 
throughout the rest of the year. The price cut came during a financial cri- be severe. 


COMPILED BY MANU KA 
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The fall in profitability has been due to three 
factors—high interest cost, high raw material 
prices and lower other income 


sis when all major auto makers were talking of a slowdown. India Inc. 
by and large, however, feels a price cut is not possible in the current sit- 
uation. An analyst with a stock broking firm, who did not want to be 
named, argued that if despite the fall in crude prices over the last four 
months, the government has not reduced petrol and diesel rates, then 
companies also have a right to refuse a reduction in prices. 

As the financial performance of consumer related industries like real 
estate and automobiles show, profit margins have come down in the 
September quarter compared to the corresponding quarter in 2007 (see 
Fall in Profit). The fall in profitability has been due to three factors— 
high interest cost, high raw material prices and lower other income. 

An analysis by stock broking firm Emkay Global Financial Services 
for the September quarter shows that the worst affected sectors were 
cement, real estate and automobiles. “Since real estate has slowed 
down, the demand for cement has remained low,” says Ajay Parmar, 
Head (Research), Emkay Global Financial Services. The Emkay analy- 
sis shows that the net profit of 
cement companies declined by 
17.9 per cent during the 
September quarter compared 
to last year. Real Estate com- 
panies showed a 5 per cent dip 
in net profit and the figure for 
automobiles was 4 per cent. 

Broking firm India Infoline 
expects the net profit of NSE 
50-share index Nifty to be 
lower by 19 per cent in the 
second half of the current fi- 
nancial year compared to the 
first half. 

It’s perhaps this gloomy 
prediction which has led some 
firms to heed Chidambaram's 
call and go in for price cuts. Royal Palms, developing projects in the 
Western Suburbs of Mumbai, has announced a 21 per cent dis- 
count on properties. “There has been a 10 to 15 per cent reduction 
in the rentals in the last three months,” says Shubhranshu Pani, 
Managing Director (Retail), Jones Lang LaSalle Meghraj. However, 
he adds that the price cuts haven’t resulted in a boom in sales—clearly 
showing that despite the drop in prices, there is not enough demand 
for properties. 

Why is this happening? According to experts, this is because of low 
confidence among buyers and the assumption that interest rates may be 
cut further. “Existing concerns over financing will continue to be a worry 
even for the four-wheeler industry”, says a Kotak Securities report that 
followed the launch of Maruti Suzuki’s A-Star. 

Supply creates its own demand, but in the current scenario there 
is enough supply but little demand. It’s perhaps time to look for that 
magic wand. 


9007 


Falling Profitability 


Net profit margins have fallen 
across sectors in the third 
quarter of 2008. 


46.54 









1258 14.48 


Auto FMCG Real Estate 


Consumer 
Durables 


E NPM in Sept. '08 ፪፪ NPM in Sept. 07 
NPM is net profit margin in % 
Based on Sept. '08 and Sept. '07 quarterly results 
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telecom sector, which is 
most 8 million su 










month, has already attr. acted 1n- 
vestments from foreign players. ; 


Will the global crisis affect salary 
levels in India? | 

In India, there is a shortage of 
professionals at the senior level 
with multi-country, multi-culture 
experience. So, top management 
jobs will keep attracting high com- 
pensation packages. We might 
see some correction happening 
in the mid-level though. | 


MIHSOVN HSILIVS 


r n e ena 


Treat someone special 
to a holiday, courtesy Visa 





Book with your Visa Card on www.travelocity.co.in and get up to TY 
10096* cash back! 


Now save big when you fly with Visa. Just log on to www.travelocity.co.in for your domestic travel 
bookings. Opt for a "Fly & Stay Package" to get fantastic cash backs on your companion's flight ticket. 





96 Cash back 





What's more, you can also get cash back on your domestic flight tickets and hotel bookings when yo 
travel alone. Book today and make it a special holiday. Only with Visa. 





* travelocity.co.in 


The world's online travel pioneer. 


VISA 


+ ms rar . ~ s 
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RAJKUMAR 


‘Impossible to be Risk Proof’ 


Inge Boets, E&Y's Global Head of Business Risks, talks about the 
importance of risk management groups. SHALINI S. DAGAR 


would you even want it,” says Inge Boets, Partner, Ernst & Young. “You 


[== THINK YOU CAN EVER BE COMPLETELY COVERED FOR RISK NOR 


wouldn’t want to be completely covered because the cost could be pro- 
hibitive,” she adds. So, why bother with risk management if one can never 
be completely covered? “It is good to be as well prepared as possible,” she 





“Sometimes it is just 
important to be aware 

of the potential risks that 
your business faces” 

Inge Boets, E&Y's Global Head 


Four Lines of Defence 
Against Risk 
@ The operations team — 


@ The supportteam 
ፎን The assurance team 
ፎን The top executive team 


m [ከ6 risk manager plays a key role 





m The concept should ideally get 
integrated across all levels 

m Merely compliance with the law is 
often not enough 

m One can never really be completely 
covered against risk 
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says. As E&Y's Global Head of 
Business Risk, she should know. 
*Sometimes it is just important to 
be aware of the potential risks that 
your business faces," she adds. 
Risk management often requires a 
specific function. This is evident in 
the rise of the risk manager or a 
chief risk officer in organisations— 
a function which did not exist 5-10 
years ago. 

However, that is not to say 
that the entire responsibility of 
managing risks resides only with 
the risk officer. According to 
Boets, there are four lines of 
defence against risk—the opera- 
tions team, the support team, the 
assurance team (an internal com- 
pliance team) and finally the ex- 
ecutive team and the board. 

“It is imperative that the concept 
of risk management gets integrated 
into strategic and operational plan- 
ning at all levels," she says. 

In an era of turbulence, one of 
the key risks facing corporations is 
one of over-regulation. Boets cites 
the case of Sarbanes Oxley (SOX) 
Act, which was implemented in the 
US soon after a similar crisis. 
*However, SOX was reviewed two 
years after implementation to 
address concerns about over-regu- 
lation," she points out. 

For Boets, SOX, however, 
demonstrated that companies, 
which did more than merely com- 
ply with the law, benefited far 
more than their peers. Indian com- 
panies, which are reputed to 
mostly follow the law in letter, 
could take a leaf from 
this experience. 








Ə /o: The fall in 


E 






` the number of air 


October, compared to 
October 2007. 
$283 billion: 
(Rs 14.15 lakh crore): 
Remittances from expatriates 
to developing nations in 


2008, according to a World 
Bank prospects group report. 


25,000: The 
number of people 
State Bank of India 
(SBI) plans to recruit 

in 2008-09 


OWS VISTA™ BUSINESS. 


You might not need it, but you’ve got it. 


Now you've got all day and all night before having to find a power source. Introducing the 
new HP EliteBook 6930p Business Notebook PC powered by Intel® Centrino®2 processor 
technology, capable of going up to a full 24 hours^ between recharges. The ability to get 
work done around the clock, brought to you by HP. 


Call 1800 11 22 99 or click hp.com/in/personal 


“Requires separately purchased HP Ultro-Capacity Battery and properly configured HP EliteBook 6930p, available from December 2008. See hp.com/go/24hours for details, Certain Windows Visio product features require advanced or addit 
See www.microsolt.com/windowsvisto/getready/hardworeregs.mspx and www.microsolt.com/windowsvislo/getready/capoble.mspx for details. Windows Vista Upgrade Advisor can help you determine which features will run on your compuler To download thx 
visit www.windowsvista.com/upgradeadvisor. Celeron, Celeron Inside, Centrino, Centrino Inside, Core Inside, Intel, Intel Logo, Intel Atom, Intel Atom Inside, Intel Core, Intel Inside, Intel Inside Logo, Intel Viiv, Intel vPro, Itanium, llonium Inside, Pentium, Pentium Inside, Vite insidi 
vPro Inside, Xeon, and Xeon Inside are trademarks of Intel Corporation in the U.S. ond other countries. Microsoft and Windows are U.S. registered trademarks of Microsoft Corporation. Windows Vista is either a registered trademark or trademark of Micrasall Corporolior 
United States and/or other countries. For taxes/levies in your area, please contact the numbers listed above or an HP Business Partner. Manufacturer's warranties ond delivery conditions apply. Product visuals may vary from the actual product: Intel 
measurement of higher performance. ©2008 Hewlett-Packard Development Company, L.P. The information contained herein is subject to change without notice. All other trademarks are used for identification purposes only ond belong to their respective owners 
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: U = T Internation 
| 2 Business 
| School 


Get plugged into the world! Boston | London | Dubai | Shang! 


Apply to our Top-Ranked U.S. MBA 
to Boost Your Career and Explore the World 


- With campuses in Boston, London, Dubai, and Our Key Advantages: 


Shanghai, Hult is the only business school to , Ranked the 16" in the U.S. and the 31* in the world" 

_ fully immerse students in each of the world's four  * o 8 a at our Boston, London, Dubai, or Shang 
E" lies. ( elerate: ecnecificaily campuses during the year - 
key economies. Our accelerated MBA is specifically Distinguished U.S. faculty with business experience 
- global business world. * 2008 ranking by the Economist Intelligence Unit - | 


_ Hult Tours Multiple Cities Across India 

_ Meet Hult admissions and career services representatives at the upcoming QS MBA fair. Register for 
dynamic Hult information session and qualify for an in-person interview. To register for a Hult informatica 
session and qualify for an in-person interview, please visit www.hult.edu or email admissions @ hult.edu. 


IN لمع‎ 


` Now accepting applications for September 2009 
Next application deadline: December 15th, 2008. Apply now to maximize your chances of acceptance and financial aid. — 


Huit is accredited by: 


ካሎ 
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The Generosity Index 


America’s richest billionaires are competing against each 
other to see who can give the most to charity and fund 


causes close to their heart. Here’s a lowdown. 





Warren 

Buffett 
WEALTH RANK: 2 
AGE: 78 
COMPANY: Berkshire Hathaway 
NET WORTH: $52 billion 
2007-08 GIVING: None disclosed 
2002-06 GIVING: $46.1 billion 
FAVOURITE CAUSE: Education 


Bill 
Gates 
WEALTH RANK: 1 


AGE: 53 

COMPANY: Microsoft 

NET WORTH: $59 billion 
2007-08 GIVING: $10 million 
2002-06 GIVING: $3.7 billion 
FAVOURITE CAUSE: Healthcare 





¬ John 
WY Kluge 
AGE: 94 
COMPANY: Metromedia 
NET WORTH: $9.5 billion 
2007-08 Givinc: $410 million 
2002-06 GIVING: $76 million 
FAVOURITE CAUSE: Education, Arts 





Pierre 
Omidyar 
WEALTH RANK: 32 
AGE: 41 
COMPANY: eBay 
NET WORTH: $8.9 billion 
2007-08 Giving: $109 million 
2002-06 GIVING: $549 million 
FAVOURITE CAUSE: Poverty, 
Education, Science, Healthcare, Arts 





HEN A FEW YEARS AGO, THE BILL AND 

Melinda Gates Foundation decided to 
support the “Grand Challenges in Global Health 
Initiative”, which funds research on scientific 
problems that, if solved, could lead to advances 
against multiple diseases, they joined an increas- 
ing list of extremely wealthy individuals who 
had decided it was payback time. | 
Now a report by Conde Nast Portfolio, aptly titled 
"The Generosity Index", has assessed their level of 
philanthropy by highlighting how much these 
billionaires have donated to charitable causes 
over the years. Here's a look at how the richest in 


the Us spend their money. 


Eli 
Broad 
WEALTH RANK: 46 


AGE: 75 

COMPANIES: SunAmerica, KB Home 
NET WORTH: $7 billion 

2007-08 GIVING: $609.3 million 
2002-06 GIVING: $1.15 billion 
FAVOURITE CAUSE: Education, Arts, 
Science, Healthcare 








FAVOURITE CAUSE: Healthcare, Arts 


George 
Kaiser 
WEALTH RANK: 26 
AGE: 66 
COMPANY: BOK Financial 
NET WORTH: $11 billion 
2007-08 GIVING: None disclosed 
2002-06 GIVING: None disclosed 
FAVOURITE CAUSE: N.A. 





Tea 


4527 
Soros 
WEALTH RANK: 33 
AGE: 78 

COMPANY: Soros Fund Management 
NET WORTH: $9 billion 

2007-08 GiVING: $474.6 million 
2002-06 GIVING: $1.1 billion 
FAVOURITE CAUSE: Poverty, 
Education, Science, Healthcare 











AGE: 68 | 
COMPANY: Koch Industries - 
NET WORTH: $17 billion - 


2007-08 GIVING: $228 million 
. 2002-06 GIVING: $63 million 
_ FAVOURITE CAUSE: Healthcare, Arts 


1 0 Michael 
Dell 
WEALTH RANK: 8 
AGE: 43 
COMPANY: Dell 
NET WORTH: $17.2 billion 
2007-08 Giving: None disclosed 
2002-06 GIVING: Giving: 674 million 
FAVOURITE CAUSE: N.A. 
Source: Conde Nast Portfolio 








How is the mood elsewhere in the 


"Haw መቸ hac Gun Clie 


where there was a double digit 


growth not too long ago. Like 


everywhere else, people in China 
are concerned about how quickly 
the credit crisis has spread. Many 
companies are looking for invest- 
ment opportunities. 


How is the situation in the UK? 

In UK the private equity industry 
has witnessed a fall as access to 
credit has dropped. There are op- 
portunities for investments in mid- 
sized companies too. We see quite 
a few companies going that way. 
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TOP OF MIND 


Heathrow-on-sea 


s E E W h a t? 0 ne of t h e 
“i WHE 
لے‎ 
— I m 





y joan ame world's largest interna- 
tional airport plans to 
relocate onto a tidal 
estuary to the east of 


London. 


Why? London residents 
have grown increas- 
ingly frustrated by 
Heathrow's develop- 
ment and plans for a 
new third runway, 
which will increase 
noise in residential 
areas near the airport. 


Won't it be mind-bog- 
glingly expensive? Yes, 
the current plans for 
the massive airport, 
which will easily be the 
world's largest with four runways and four terminals, will call for an 
investment of $63 billion (Rs 315,000 crore). Just for comparison, the Delhi 
airport expansion is estimated to cost Rs 5,000 crore. 


So, why invest? Heathrow's endemic congestion has meant that British 
Airways cannot expand operations to keep up with rivals and limited 
slots at Heathrow are becoming very expensive. Recently, pairs of prime- 
time slots have been sold for $10 million (Rs 50 crore) apiece. 


When will this airport be built? Don't bet on it happening anytime soon. The 
planned investment has balked government and investors alike, but every- 
body agrees that Heathrow needs a makeover. 


KUSHAN MITRA 





The sWaP Phone 


What is it? Its a watch that costs £250 (Rs 
19,000). 


Isn't that a lot of money? Yes, it is. 


So, why am | paying so much money? 
Because it is a watch and you can slide a 
mobile SIM card into it to make it a phone! 


But there have been mobile phone watches before and they’ve not been 
too great, so why this? Tough to answer. But it does have a 1.3 megapixel 
camera to boot. 


[5 it worth buying? It might be a nice Christmas gift for your geeky cousin. 
KUSHAN MITRA 
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2.1 per cent in 2000-01 to 6.2 


per cent in 2007-08. 
Exports as % of GDP 
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WASHING MACHINE 
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CLOTHES ARE REFRESHED ` 
IN THE WORLD OF STEAM. ` 


Welcome home the goodness of steam with Washer Dryer from LG. 
Refresh your clothes in just 20 minutes with the revolutionary steam wash: 
It eliminates allergens and bacteria effectively and safeguards the 
wellbeing of your loved ones. Experience steam power. 


— tmt سس‎ 





Nora d f 


-— 


ONE CALL DOES IT ALL — ONE CLICK DOES IT ALI "India's No.1 Washing Machine as per figures released by ORG- -gfk Jan - July 2008. "Terms and Conditions Apply. Models shown above are creative 
representation and the actual product may appear different. Product specifications, warranty, pricing system/Components or options availability are all 
1800-180-9999 subject to change without prior notice. 
LG -— n 
መ” ctt Igservice@igindia.com | Regd. Office: LG Electronics India Pvt. Ltd. Plot No. 51, Udyog Vihar, Surajpur-Kasna Road, Greater Noida(U.P.) - 201 306, Ph: 0120 - 2560900 
(Prefix STD Code) www.lgindia.com To know more about your favourite LG product log on to: www.lgindia.com, For Corporate/Institutional enquiries, please write 
sms No. 5757554 to: enquirieselgindia.com 





Rediffusion-Y&R/ De LG/WM/24 


A few miles from South Delhi 
and many miles from the ordinary. 
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As part of Emaar MGP's vision to create a way of life that sets the standard for India, The Palm Drive promises to be a community designed 
to unify contemporary architecture with a botanically beautiful environment and will include beautifully designed high-rise towers and 
superb villas. A neighbourhood that will be defined by wonderful greenery and wide-open spaces, and an uplifting sense of safety, 
security and community, The Palm Drive will present the perfect setting for you and your loved ones. Or simply put, heaven on earth. 


Corporate Office: Emaar MGF Land Limited, ECE House, 28 Kasturba Gandhi Marg, New Delhi 110 001. 
Tel.: (+91 11) 4120 3444, 4152 1155. Fax: (+91 11) 4152 4619. Email: enquiriespemaarmgf.com 


Conditions apply. The specifications mentioned are only indicative, subject to change, government approval and may vary from the actual development. The images are computer generated images of 
the apartments within ‘The Palm Drive’ being developed by Emaar MGF. # Proposed MRTS Corridor vide final development plan 2021 for the controlled area of Gurgaon, Manesar Urban Complex. 
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Sky Terraces 


TILL 11 





٠ Close to South Delhi * Located in Gurgaon and just 15 minutes to IGI airport — a 

° On the proposed MRTS (Metro) Corridor’ e Choice of luxury apartments from 

176.6 to 371.7 sq. mtrs. * All apartments will be air conditioned, fitted with a MGF 

modular kitchen e High quality facilities including golf driving range, swimming mes 

pool, clubhouse, fitness centre and more —— ; 
CREATING A NEW INDIA 

Visit us at the 'Street of Dreams' Sector 54, Gurgaon, Haryana. 


Call (+91) 99580 21144, (+91 124) 424 0008/09/10 for a personalised site visit. www.emaarmgf.com 
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POLICY WATCH 


The Fight Gets Real 


The global crisis has spilled from the international financial system into the real sector. Here's what the 
UPA government's game plan for dealing with it is looking like at the moment. PUJA MEHRA 


meeting, chaired by Finance 

Minister P. Chidambaram, 
on October 29 in Delhi deliber- 
ated on India’s strategy for 
minimising the impact of the 
global economic downturn on 
India. It recognised the touch 
points where the impact is be- 
ing, and will soon be, felt and 
the potential remedial course. 
The meeting also raised some 
critical questions, leaving them 
unanswered for now. 


On Fiscal Policy 


The UPA Government is weighing the option of amend- 
ing the Fiscal Responsibility and Budget Management 
(FRBM) Act to free itself of the worries—and the com- 
pulsion—of limiting its overspend over income. The 
question is: should the FRBM Act be amended to 
provide counter-cyclical stimulus using fiscal policy? 
This was precisely what was discussed between the key 
Indian policy makers. The Act mandates a reduction in 
fiscal deficit to 3 per cent of the GDP by March 2009. 
A consensus on this relaxation is yet to be arrived at. 


n Financial 

arkets 
The to-do list emerging from 
the meeting includes 
increasing dollar liquidity for 
firms, given the collapse of 
the money markets in 
London. Also, since the com- 
panies that indulged in over- 
seas acquisitions and took on 
one-way bets on the rupee are 
facing funding difficulties, 
they could go bankrupt unl- 
ess provided access to ade- 
9 quate equity and debt capital 
for firms. Thus, “in the short term, companies lack the flexi- 
bility to lay off workers, or adapt production processes,” the 
meeting noted, concluding, “to avoid bankruptcy, access to 
debt and equity capital is a must, which means markets 
need to have a good financial structure.” The group agreed 
that the liquidity infusion of Rs 2,70,000 crore by the 
Reserve Bank of India could stoke inflation and also fuel 
the next asset bubble, which, the central bank must have 
the tools, to prevent. 
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On the Real Sector 


While the financial markets 
are bearing the brunt of the 
global crisis, the real impact 
of the global shrinkage in 
jobs and exports is yet to be 
felt here. The group agreed 
that the impact on the real 
economy will be visible be- 
tween October 2008 and 
October 2009. 

The most vulnerable, it fears, 
are export-oriented sectors 
such as textiles, since 15 per D 
cent of India's exports head 6 ال‎ ኻኬ 
to the US. The dependence 

on services exports to the OECD and especially the US is 
big, as they plugged 40 per cent of India’s yawning 
merchandise trade deficit of $90 billion in 2007-2008. 





CIAL MARKETS 


SUMMIT = = FINAN ECONOMY . 


«WORLD 


On Global Financial Regulation 

The meeting also highlighted the absence of multi-lateral 
institutions parallel to the WTO for addressing issues 
arising out of globalisation—the coordination of monetary 
policy and regulation of cross-border capital inflows 

and financial instruments. 


On Bailouts 


Should the need for bailouts arise here, too, the policy 
makers dwelled on the best way to rescue distressed inst- 
itutions and companies. While the US has opted for incr- 
eased government control, the UK [5 increasing its owner- 
ship of distressed financial institutions. The question 
asked was: is restructuring of regulation better than public 
ownership, since statist economies have fared better? 











AVIEWA 








KILL 


gi 


m 





w 
aaf 


፡. 


ቁረ 


~ 


Ee. 
# ያ 


iive Swatch Stores: Delhi: Select Citv Walk. 40588744: Noida: The Great India Place. 4223995: Chandiaarh: SC( 


trends 


RFID SCANNERS: The chip on 
pus | every passport should make it 
. | NT መ“. much harder for counterfeiters. 
1 | m ae Soon, airports will be equipped with 


i contact less RFID scanners, which 
TCS has recently bagged a will allow travellers to swipe their 
a Rs 1,000-crore orderto ሀ Im 
provide smart passports 
across the country. Here s 
how it will work out. 
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RAHUL SACHITANAND 





ው PILOT PROJECTS: 
Three locations in 
Bangalore and 
Chandigarh will pilot 
this project by June 
2009 and the project 
is expected to go live 
by Jan. 2010. 





OVER 50 LAKH 
PASSPORTS were 
issued by the Central 
Passport Organisation 
last year. The number 
could climb to one 
crore in 2011. 


v 
E-PASSPORTS: Already 
diplomats in India have these 
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PASSPORT WITHIN 72 smart documents. On the face 
HOURS: The plan is to issue of it, the passport will look 
fresh passports within 72 i much like those issued today, 
hours after police verification 5 0 but they will have a chip 
is complete. In emergencies, | embedded into the last page 
“tatkal” passports are LAK HN that will have all required 

rs details securely recorded on it. 


expected to be issued in a day. PASSPOR 
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pplication forms will soon be 
led at 77 passport offices 
ross the country compared to 
ከ 37 pai: ne “India is still shining. Given the current 
COS are 07060100 te situation, I am sure at least 150 finance 
onverted into back offices to ministers from all over the world will 
0655 passport applications. give their left hand and left leg to get 
that growth” 
Madhur Bajaj, Vice Chairman, Bajaj Auto, in 
0 PAPER WORK: Unlike E: | Business Standard 
reviously, people no longer need 
provide sheaves of paper work 7 a 
ith their passports. Scanned - E ወና ogg w 
)Dies of documents such as ናፍ) በሌዋ 


nine months” 
P. Chidambaram, Finance 


Minister, in The Financial Express 


Jdress proof, age proof and a 
micile certificate will be enough. 








“The crisis is likely to affect 


(TRA COUNTERS: The number 4 countries that were foolish 


public counters in the "wr CARS 
issport Seva Kendras will go enough to open up their financial 
١ to 1,250 from the present services industry to foreign 

|o counters in the existing banks. That way India is 

issport offices. 


relatively insulated from 


the recession" 
Joseph E. Stiglitz, Nobel Laureate, when asked 


about India being safe from the recession, in Business Standa: 





JURS: The public dealing hours 4 








the Kendras per working day 
| increase to seven from the “There’s a fear psychosis—if I lend, 
esent four. Rather than spend 1 won't get it back. That's why the 
3 whole day, the average time spread, too, has gone up. We need 
cen for submission of application much more liquidity in the system” 
|| not exceed 45 minutes. Deepak Parekh, Chairman, HDFC, 
on why the banks won’t lend, in Business Standard 

IRTAL TO BE SET UP: The entire «4 “Good r eputation 
coe be es zd will help Indian 

. A passpo WI "a a" ንን 
tup and it will be electronically W Companies grow 
ked to district police rie — Chairman, n as 
adq : to h asten the the Indian 11 companies in times of 


global slowdown, in The Economic Times 


cess of verification. 
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RANKED: Reliance 
Industries (RIL) 
Chairman Mukesh 
Ambani, with a net 
worth of $20.8 bil- 
lion, is the richest 
Indian in the world. Ambani has dis- 
placed Lakshmi Mittal, according to a 
list of the nation’s 40 richest people 
compiled by the Forbes. 





STRUCK: ONGC Videsh and its part- 
ner IRP Red Sea have made a second 
oil discovery off the North Ramadan 
Concession in Gulf of Suez in Egypt. 
The find in the well North Ramadan-2 
(NR-2) is located on a separate fault 
block north of the first oil discovery NR- 
1A. NR-2 was drilled to a total depth 
of 11,700 feet and struck 113 feet of 
oil bearing sands. During testing, it 
produced 800 barrels per day of oil 
and 0.50 mmscfd of gas. 


DIPPED: Auto sales saw the biggest 
dip in eight years. Vehicle sales fell 
14.42 per cent in October to 8.65 
lakh units against 10.11 lakh in the 
same month last year. 


DECLINED: Reflecting an industrial 
slowdown in the face of a global 





financial crisis, the government's 
indirect tax collection from excise and 
customs took a 5 per cent hit during 
October. Customs and excise collections 
were Rs 18,664 crore in October, 
compared with Rs 19,646 crore in 
the same month last year. 


APPROVED: The Board of the 
Bombay Stock Exchange (BSE) has 
recommended issuing 12 bonus shares 
of each held, subject to shareholder 
and regulatory approvals. 


SLASHED: Honda has slashed the 
price of its Civic Hybrid cars in India by 
an unprecedented Rs 8 lakh. The 
hybrid cars will cost Rs 13.36 lakh 
compared to its launch price of 
Rs 21.5 lakh. 


ADDED: India 
added a record 7.7 
million mobile users 
in October to its 
Global System for 
Mobile communi- 
cations (GSM)- 
based networks. Total GSM mobile 
users at the end of October numbered 
241.4 million, up 3.3 per cent from 
233.7 million in September. 





ews 10-POINT BAILOUT 


renewable energy. 


Wen Jiabao: 


size of total loans. 
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HE CHINESE GOVERNMENT ON NOVEMBER 9 SURPRISED THE 
world with a massive stimulus package of 4 trillion Yuan 
($586 billion). To be spent over two years, this will amount 
to roughly 7 per cent of Gross Domestic Product. 
The package intends to increase spending in these areas: 
፳ Public housing programmes. 
፳ Rural infrastructure projects, including water and 


= Public transportation projects, including railway and airports. 
፳ Healthcare and education. 

፳ Environmental protection, including waste water 
treatment and forest restoration. 

High-tech industry by encouraging innovation. 
Reconstruction of disaster-affected areas. 

Subsidies, to increase rural and urban household income. 
Reforming the value-added tax (VAT) regime. 

Removing bank lending quotas and increasing the 
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i ing investment bankers 
A. Goldman Sachs and 
rgan Sta ley transformed ` 
themselves into full-fledged 
banks, it is now the turn of credit 
card giant American Express 
(AmEx) to follow suit. The 
world’s fourth-largest credit card 
issuer received a go ahead from 
the us Federal Reserve in mid- 
November to convert itself into a 
commercial bank. 
ከ India, AmEx still operates 
its card business as a restricted 
banking entity because RBI does- 
pt allow Non Banking Financial 








Companies (NBFCs) to undertake 
credit card business. The AmEx 
move doesn't come as a surprise, 
however, as it gives the bank 


access to the Federal Reserve 
for a $700-billion bailout pack- 


age. It also gives AmEx an op- 


portunity to grow its deposits 
as alternative funding sources. 


“Given the continued volatility in 


the markets, we want to be best 
positioned to take advantage of 
the various programmes the fed- 
eral government has introduced 
or may introduce to support US 
financial institutions," AmEx 
Chief Executive Kenneth 
Chenault said in a statement. 
ANAND ADHIKARI 
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Business wherever. * 


DCER 





Any location becomes a productive office with the right 
equipment. Like Kyocera copiers, printers and Multi-Function 
Printers with ECOSYS* proprietary technology that delivers higher 
performance with longer maintenance cycles. Our eco-friendly 
technology also reduces replacement parts and waste while 
increasing recyclable components. Kyocera technology absolutely 
delivers on every factor to minimize your Total Cost of Ownership. 
And that's the bottom line for any office, wherever it may be. 


* Kyocera’s acclaimed concept of environmentally-friendly products. 





International recognition 
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2007 highly prestigious 2007 KM-8030 awarded 2005, 2006, 2007 and 2008 
5 star "EXCEPTIONAL" "Highly Reliable” in voted "Editor's Choice" in leading ان‎ 
award by end-users survey. 2,000,000-impression durability test. for office equipment 





"or additional information, please contact: 


KYOCERA MITA India Private Limited 
‘irst Floor, ORCHID CENTRE Sector-53, Golf Course Road, Gurgaon, India 
'el:0124-4671000 Fax:0124-4671001 
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A Spirited Upswing 


Notwithstanding the ongoing recession, a flurry of wine labels 
has launched in India last month. Insiders say there are still 
no signs of a slowdown. DHIMAN CHATTOPADHYAY 


VEN AS THE REST OF THE ECON- 
b flounders in a downturn, 

this is one segment where 
entrepreneurs are smiling all the way 
to the bank. The wine industry, which 
has been growing at a healthy rate of 
25 per cent over the past year—is 
showing no signs of slowing down. 
With half a dozen foreign labels 
launching in India last month alone, 
the graph seems to be swinging con- 
tinually upward. 

A quick look at the trend of wine 
label launches in the last month is 
proof enough. If United Vintners 
brought in four new wines from the 
South African label 10 Chapters (co- 
owned by cricket legend Jonty 
Rhodes), importing firm Finewinesnmore followed suit by introducing wines 
by the famed designer label Ferragamo. Sula launched the Argentinean 
label Trapiche. Opera Wines introduced Barbera from Italy under its 
own label, while Wine Park in Mumbai picked up Austrian Johann 
Donabaum and Sovereign Impex introduced Drappier Champagne and 
Delicato wines from Napa—all in this quarter. The list goes on. 

What's the story here? *I have been talking to my friends in the wine in- 
dustry and surprisingly, no one is reporting any slowdowns at all. As a mat- 
ter of fact, most of us are showing a great upwards sales graph. This is peak 
sales season for us. Compared to last year at the same time, the growth is 
fantastic," says Dharti Desai, CEO of Finewinesnmore. 

Rajeev Samant, Owner of Sula Vineyards, is also optimistic. "There is a 
growing demand for wines in India and there is no real slowdown," he says. 

Indian Wine Academy President Subhas Arora, however, doesn't com- 
pletely agree. “Sales in restaurants and retail wine shops have gone down. 
However, it is also true that new labels are being added. Newer im- 
porters need to have a portfolio of different countries. No one can survive 
by selling only French, Italian or Australian wines. So, new countries 
like South Africa, Spain and New Zealand are being added. Sometimes 
hotels also ask for a particular region or a wine label. So, the importer may 
be pruning his existing labels, but he is obliged to add new labels," he says. 

Whether it's obligations or a natural growth in demand, the fact remains 
that more consumers are buying wine than ever before. Will this growth 
story continue further? *By all estimates, it does look like India will con- 
tinue to record a 20-30 per cent growth for the next few years," says Desai. 


ITI 21 Ferragamo 


Drappier 


Trapiche 
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Licence to Steal 


Dollars are pouring in for telecom licences and scarce 2G spectrum, but the government 
isn’t gaining. A bunch of companies are. The Telecom Minister is to blame. PUJA MEHRA 


LITTLE OVER A YEAR 

ago, few had heard of 

A. Raja. A Dalit politi- 

cian from Tamil Nadu, 

he was DMK supremo 

M. Karunanidhi’s nomination to 

the [ዞላ council of ministers for the 

environment portfolio. Then last 

May, Karunanidhi dethroned the 

incumbent telecom minister and his 

nephew Dayandhi Maran and ele- 

vated Raja to Sanchar Bhawan as 
Communications and rr Minister. 

Ever since, Raja has become a 

well-known figure in global telecom 

circles. Why? He is lording over the 

most precious resource in the fastest 

growing telecom market in the 


world. But then Raja did something 
to become unpopular among tele- ` 
com biggies: He sold telecom ` 


licences in January without giving all 


The entry fee as it exists today is a result 
of the price discovered through a market-based 
mechanism applicable. ..to the 4th cellular 
operator. In today's unprecedented growth of the 
telecom sector, the entry fee determined then 
(2001) is also not the realistic price for obtaining 
a licence. Perhaps, it needs to be reassessed 
through a market mechanism..." 


This section is self 
explanatory and is the one to follow. 


TRAI did not give any 
recommendation on revision of the entry fee; it 
only mentioned that “Perhaps, it needs to be 
reassessed through a market mechanism”. 
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in the fray enough time to apply. 
Some of the global majors are 
now doing second-hand deals. And 
they are valuing the licences 7 to 8 
times higher than what Raja had 
charged for them barely six months 
back. In October, Telenor of 
Norway, bought 60 per cent in the 
telecom business of real estate de- 
veloper Unitech for Rs 6,100 crore. 




























“ . if the Government ensures availability of 
additional spectrum, then in the existing 
licencing regime they may introduce additional 
players through a multi-stage bidding process. 


After 2003, only UASL 
licences were to be awarded, therefore Para 
7.39 of the recommendation was applicable to 
all new service providers in a service area 
who want UAS licence. 


Para 7.39 was for the 
licencing regime prevailing at the time of giving 
recommendations, i.e., cellular mobile licence 
and not relevant to the UAS licence. 


Unitech is one of the firms that 
- bought a licence in January. A 
. month before that, Etisalat of the UAE 
. paid Rs 4,200 crore for a 45 per 


cent stake in Swan Telecom, an- 
other of the nine winners of the li- 
cences Raja had awarded. Raja sold 
120 licences to nine applicants for 
Rs 9,000 crore, which is just a shade 
under the value of the Telenor and 
Etisalat deals put together. Scarcity 
of spectrum—radio waves for mo- 
bile services—for 2G telecom serv- 
ices, which comes bundled with new 
licences, is one reason for that pre- 
mium. The upshot: What the li- 
cence winners have pocketed could 
have been the government's had 
Raja chosen to value the licences 


` and the spectrum that came along 


with them at the going market rates. 


' ስ. ee 


|. “TRAI Never Suggested a First-Come- 
x First-Served Policy” 


| NDER ATTACK FOR FAILING TO UNAMBIGUOUSLY 
| recommend auctions for granting new telecom 
licences, TRA! Chairman Nipendra Misra clears his 
| position. Excerpts: 


Is the government correct in charging the 2001 entry fee 
for the new licences it gave out this year? 

There is no question of charging the 2001 entry fee 
in perpetuity for all UAS (united access services) lic- 
ences. It has to be discovered through a market 
mechanism from time to time, as Para 2.73 of TRAITS 
2007 recommendations states. 


—————————- ሙሙመመውሙ 


—————À——— — —MÁ 


—— 


What about granting new licences on a first-come-first- 
served basis? 

In January 2008, I had drawn the Government's 
attention to TRAI's 2003 recommendations still being 
valid for granting new licences. Para 7.39 clearly 
| recommends market-determined entry fee for new lic- 
ences through multistage bidding and issuance of 
new licences subject to availability of adequate spec- 
trum for existing service providers. At no stage TRAI 
recommended a first-come-first-served (FCFS) policy for 
new licences. 


——ÀÀ  À—]—— ው ]Ón MÀ Á 


——— ÀÀÀ À! ÀJ À— 


Did DoT seek your opinion on revising the entry fee? 
Para 7.39 was specific. It was reiterated in the 2007 
recommendations, although the telecom department 
had not sought any fresh advice on the subject. 


So, have the licences been granted illegally? 

I cannot speak against the minister or the govern- 
ment. Vodafone's acquisition of Hutch's stake puts 
in perspective the changed scenario since 2001. 
Market value of spectrum and licences has changed. 


| 
| 
| 
| 
| 
| 
| 


What should have ideally been done? 
DoT should’ve looked at how to capture 
the changed market value. The licences 
could have been unbundled from spec- 
trum, as it’s done in the us. In India, 
every UAS licence comes with a fixed 
amount of 2G spectrum. Based on 
the spectrum availability, the number 
of licences to be given 
out could have been 
decided 
and 
auctioned. 
















——————————————-------—- 


SHEKHAR GHOSH 


"Arun Shourie Gave the First-Come First- 
Served Policy in 2003" 


ELECOM MINISTER A. RAJA IS AT THE CENTRE OF A 

storm over sale of new licences for a song, 
which could be touted as a Rs 50,000-crore scam. He 
| traced the no-auction rule for new licences back to 
| former Telecom Minister Arun Shourie. Excerpts: 


| 
| 
| 
| 
| 
| 
| 
| 
| 
| 


You have issued new licences ignoring TRAI's recom- 
mendations of multi-stage bidding. Why? 

TRAI never recommended bidding. In 2007, it did 
not give any specific recommendation for revision of 
the entry fee. It only said that *Perhaps, it needs to 
be reassessed through a market mechanism." 

The guideline for entry into the UASL regime for all 
existing and new entrants in future was finalised by 
Arun Shourie in 2003, enunciating the first-come-first- 
served (FCFS) policy. Between 2003 and March 2007. 
51 new UASLs were issued using the FCFS principle. 


Weren't those licences given to migrate players to UASL? 
No, they were all new licences. 


| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
! 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
| Why did you shift the cut-off date for receiving applications 
| for licences from October 1 to September 25, 2007? 

| For administrative reasons it was decided that app 

| lications received up to the date on which the press 
| note appeared (September 25, 2007) will be initially 
| processed. It was felt that those who applied prior to 
| the release were serious applicants. 

Swan and Unitech have arbitraged their licences for | 
huge sums, which you could have raised directly from 
foreign investors. 

Why didn’t Telenor and others apply? Licences and 
2G spectrum are not a source of revenue. We'll 
auction 3G spectrum as companies can later extract 
the bid money from subscribers of the high-end 
service. Both Swan and Unitech have said 

that the investment brought in 
would be used for rolling out 
the services. Besides, the 
promoters' absolute share- 

holding would remain 

intact. However, to check 

any outright sale by 
promoters, DoT is deliber- 
ating on putting a 
restrictive clause 
| of sale of pro- 

moter's equity. 
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CROOKED CONNECTION 


Telecom Minister Raja misinterpreted 
binding recommendations, misled appli- 
cants, juggled deadlines and jigged the 
queue to sell precious spectrum for a 
song to a few companies. Here's how. 


www 


MAY 16, 2007: Raja takes charge of the 
telecom ministry; applications for new 
licences begin to pour in. 


AUG. 24-SEPT. 24: 
Non-telecom compa- 
nies such as Pars- 
vnath Developers, 
Videocon Group's 
Datacom Solutions, 
Ruias-owned 

Shippingstop Dot Com and Unitech- 
promoted Aska Projects apply for licences. 


AUG. 28: TRAI recommends no caps on 
service providers and market-determined 
pricing of licences. 


SEPT. 25: Raja announces Oct. 1, 
2007 as cut-off date for accepting 
new applications for licences since 
spectrum available for giving out with 
licences is limited. — . 


SEPT. 25-OCT. 1: 373 applica- 
tions pour in from companies 
such as Shyam Telelink and 





Parsvnath's 
Pradeep Jaing 


The loss to the exchequer is esti- 
mated at Rs 50,000 crore. 

Two days after Raja sold the 
licences, Nipendra Misra, Chairman, 
Telecom Regulatory Authority of 
India (TRAD, reminded Raja of its 
various recent recommendations 
calling for pricing new licences at 
market rates through a bidding 
process, which, if the government re- 
jects, it must call for fresh recom- 
mendations. Instead, Raja relied on 
a 2003 guideline for pricing licences 
for new entrants laid out by then 
telecom minister Arun Shourie. 
Shourie had then prescribed a first- 
come-first-served (FCFS) basis for giv- 
ing out licences to existing and new 
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Indiabulls-promoted Selene Infrastructure, 
JSW Power Trading Company; AT&T is 
the only foreign applicant. 


NOV. 2: Prime Minister Manmohan Singh 
writes two letters to Raja on receiving 
complaints from Anil Ambani and other 


corporate honchos on 

the valuations "< CUP 
licences. 

NOV. 22: Then Finance Secretary 
D. Subbarao writes to then Telecom 
Secretary D.S. Mathur to confirm if Raja 
followed proper procedure in valuing the 
licences and spectrum; calls for a review 


of the valuation and a stay on the licences 
for the time being. 


DEC. 12: Singh calls for correct pricing, fair 
allocation rules and a pro-competitive 
stance in spectrum allocation at the 
Telecom India Summit. He says the rev- 
enue potential to the government should 
not be lost sight of. 


JAN. 10, 2008: Raja arbitrarily disqualifies 
companies that applied after 25 
September 2007; asks the rest to col- 
lect the Letters of Intent (Lol) from 
Sanchar Bhawan at 3:30 p.m. Lols al- 

-. low 15 days for paying the li- 
cence fees. Then, Raja issues 
a second press note saying 

licences to be based on who- 

ever of the Lol winners meets 


entrants on the basis of the TRAI’s 
view he had obtained. 

Telecom analysts argue that Raja 
should have explored a bidding 
process as the rising valuation of 
shrinking spectrum would inevitably 
mean choosing a few and leaving 
out the rest. Raja, however, bull- 
dozed through recommendations 
and even the Prime Minister's call for 
fairness. Raja refused to ask TRAI for 
recommendation on the pricing. 
TRAI does not come fully clean either; 
its missives to Raja ensured immunity 
for itself, but fell short of clearly 
stating that the sales were illegal. 

Raja's explanation of adminis- 
trative hassles (see interview) isn't a 


the Lol conditions first. 


Jan. 10, 3:30 P.M.: Applicants collect 
Lols and rush to line up outside Sanchar 
Bhawan for paying the licence fee 
(Rs 1,651 crore for a pan-India licence). 
Brawls and fistcuffs break out. Nine app- 
licants bag Lols for 120 circles—teal 
estate giant Unitech, Datacom, BPL, 
Shyam, Idea, STel, Spice, Swan and Tata 
Teleservices. 


JAN. 14: TRAI Chairman Nipendra Misra 
writes to the government absolving itself of 
the responsibility for Raja's manner of 
giving licences. 

MARCH: Finance Ministry values the spec- 
trum at Rs 31,453 crore; pegs the loss to 
the exchequer at Rs 22,466 crore. 
SEPT. 23: Swan says it has inducted 
UAE's largest telecom operator Etilsalat as 
a 45 per cent-strategic partner, which 
invests Rs 4,200 crore. 

OCT. 30: Unitech seals a deal with the 
Norwegian Telenor for 60 per cent stake 
valued at Rs 6,100 crore. 


e 





convincing, reason for putting some 
applicants ahead of others by jug- 
gling cut-off dates and giving ap- 
plicants barely a few hours to cough 
up Rs 1,651 crore, the sum needed 
to obtain a pan-India licence. This 
put applicants that had come ready 
with the cheques ahead. Thus, 
though Unitech had applied on 24 
September, much later than Loop (a 
Ruia company), which had applied 
on September 6, it went on to re- 
ceive spectrum in 13 circles. Loop 
had to make do with spectrum in 
seven circles. The post-facto pull- 
back of the cut-off removed 373 
applicants from the fray. End- 
result: A Rs 50,000-crore scam. 
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The Siemens answer: Digital engineering for more flexibility 


and lower costs. 


What businesses need today is the ability to react to market needs — quickly and flexibly. We are the only company worldwide 
providing products and solutions that cover the whole product lifecycle: from virtual product design and development right 
through to manufacturing. This saves valuable time and makes products more affordable. www.siemens.com/answers 
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Helping Hand for 3G 








NTT DoCoMo-Tata Tele tie-up promises to bring many 
innovative services to India. SUMAN LAYAK 


HREE DAYS AFTER RYUJI 

Yamada, President and CEO, 

NTT DoCoMo Inc., met the 
media in Mumbai on November 
14, he announced the launch of 
3.9G services in 2010 from Macau 
in China. It's something that NTT 
DoCoMo has been testing in Japan 
since 2006 and is now ready to roll 
out. Yamada was in India after the 
November 12 announcement of 
NTT DoCoMo’s investment in Tata 
Teleservices, in which the former 
has agreed to pick up a 26 per cent 
stake for Rs 13,070 crore. The 
Macau announcement shows why 
Tata Tele can look forward to the 
tie-up with NTT DoCoMo. 

While in India, Yamada said 
that value-added services would be 
the main basis of his company’s 
relationship with Tata Teleservices. 
He made it clear where the future 
of the mobile telephony market 
lay when he said that 40 per cent of 
the revenues of NTT DoCoMo 
come from data services, that al- 
most 90 per cent its subscribers 
use the Internet, and that in Macau, 
by March 2009, 90 per cent of 
NTT DoCoMo’s subscribers will 
use 3G services. 

Says Prashant Singhal, National 
Leader (Telecom Practice) at Ernst 
& Young: “When the lifetime free 
incoming plans were started in India 
some years ago, it began as a two- 
year plan that was first offered by 
Tata Teleservices. The company 
was led by an American, Darryl 
Green, at the time. So new ideas, 
even in fast-growing but low-end 
markets, can come from people who 
come from a developed market.” 

So, what's the UsP of 3.9G serv- 
ices? Already, NTT DoCoMo offers 
download speeds of 3.6-7.2 mega 


38 BUSINESS TODAY DECEMBER 14 2008 










NISHIKANT GAMRE 


Ratan Tata (2nd from L) & Ryuji Yamada (3rd from L): Partners, at last 





NTT DOCOMO’S PROMISE 


We may see the following services and products 
in India soon. 


f 


AN 
k: 


Handsets for kids that can 
be tracked by parents 
through GPS 


RAMEN 


Len 


Waterproof handsets so you 
ኒ- can talk even while you 
===» Shower or swim 

E-credit card, mobile 
wallet (6.4 million 
members already) 


E-credit card accepted in 


3.4 lakh outlets in Guam 
and China 


ሼ 


ይ 
6; 


GPS enabled handset with 
maps and localised search 
(find a hotel near you) 


Handsets with wellness 
applications to monitor 
health and fitness 


bits per second to its subscribers 
and is now looking at speeds of 
100 megabits per second by 2009. 
The launch of 3.9G services or Long 
Term Evolution (LTE) is targeted at 
customers seeking even higher 
download speeds. Yamada said in 
Macau that the company needs to 
offer speedier downloads to keep up 
with the demands of video services 
by Japanese consumers. 

LTE takes mobile Internet tel- 
ephony a step ahead of Enhanced 
Data rates for GSM Evolution (EDGE) 
and the high-speed packet access 
(HSPA) technologies that are used 
today to provide 3G services glob- 
ally. Nrr DoCoMo was among the 
first companies to launch 3G serv- 
ices in 2001. Tata Teleservices ope- 
rates on CDMA in India, but it now 
has a licence to launch GSM services 
in 20 circles in India. The tie-up 
with NTT DoCoMo dovetails into 
the strategy as the latter uses 
Wideband CDMA, which was 


How can we deliver 
cleaner energy today? 





The Siemens answer: An efficient energy conversion chain with the world: 
most efficient combined cycle gas turbine, saving up to 40,000 tons of CO 


Delivering environmentally friendly energy means: generating and transmitting power more efficiently while ena! 
distribution. Being the only company worldwide that offers solutions covering the entire energy conversion chai 


innovative ways to reduce emissions: for instance our newest gas turbine which will enable the combined cycle pla 
Germany to save up to 40,000 tons of CO: per year while powering a city of 3 million people. www.siemens.com/answers 


Answers for the environment. SI E M E N S 
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developed from GSM. 

NTT DoCoMo is also a pio- 
neer in handsets. Yamada said in 
Mumbai that his company is look- 
ing at developing a range of hand- 
sets, including those that people 
can keep with them 24 hours, those 
that are waterproof and handsets 
for kids that allow GPS tracking by 
parents. The company is also work- 
ing on creating more support for 


open software platforms like Linux | 


and Symbian. 


According to Yamada, the | 


biggest challenge in a developed 
market is to provide a better and 
better experience to the consumer, 
and this entails a lot of investment 
in network and connectivity. He 


said the company will be keen to | 


share its experience with Tata 
Teleservices—especially its experi- 


z|99 Ri وو«‎ 


ence of technology roll out—and 
provide the technology for 3G roll 


out in India. It would also help int- | 


roduce high-end handsets in India. 
Anil Sardana, MD, Tata Teleservices, 
said his company will ask NTT 


DoCoMo to depute executives to | 


work in India with the company. 
Jaideep Ghosh, Director, KPMG 
Advisory Services, said: “The obj- 


to get a toe-hold in the Indian mar- 
ket. If you look at the valuation of 
the company (Tata Tele) per sub- 
scriber, it works out to Rs 17,000. 
[t is on the higher side compared to, 
say, Reliance Communications or 


the Idea-Spice deal. However, I feel 


NTT paid a premium for the up- | Chinese operations 


coming GSM venture by Tata 
Teleservices.” 
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Against all Odds 


Despite staring at bankruptcy in the US, 
General Motors is pushing ahead with 
expansion plans in India. KUSHAN MITRA 


ENERAL MOTORS (GM) IS IN 
Ci straits in the Us, but it 

has ambitious plans for 
India. *The Indian operations are 
fine," says a very indignant 
P. Balendran, Director (Corporate 
Affairs), General Motors India. 
*We just opened a new factory 
with a capacity of 140,000 cars 
last month. And we have ann- 
ounced a new powertrain plant 
as well," he adds. In fact, in India, 
GM has managed to grow over 
the past few years, though some 


_ of that growth has come due to 
- heavily discounted sales, which is 


endemic in the automotive in- 
dustry today. In 2007-08, the 


| company sold 66,543 vehicles, 
| growing over 70 per cent. In the 
| seven months ended October 


2008, GM had managed to sell 


| 39,438 units, a growth of 7 per 
| cent, which outpaced industry 


sales growth of 5 per cent in the 
same period. The company had 
also managed to grow market 
share to 4.4 per cent (at present) 
from 2.8 per cent in 2006-07. 
What is truly ironic for GM is 
that its troubles are almost solely 


THE ROAD AHEAD 


. € GM along with Ford and Chrysler have 
ective for NTT DoCoMo was surely | 


asked for a $25 billion bailout from the US 
government 


ፍ Without a bailout, GM does not have 


enough cash to operate in 2009 


© |f GM goes into Chapter 11 Bankruptcy 
Protection, they might also be forced to sell 
the Indian and extremely profitable 


© The worst-case scenario: GM heads 
into Chapter 7 Liquidation 





at home in the us. The three 
other divisions of GM—Asia- 
Pacific, Europe and Latin 
America—are profitable. In a key 
market like China, GM is already 
the largest foreign carmaker 
with its Buick brand outselling 
Toyota and Volkswagen. Indeed, 
in 2007, for the first time in 
its history, GM sold more cars 
outside the Us. 

The outlook for its international 
operations still remains uncertain. If 
there is no bailout for the belea- 
guered automaker by January next 
year, North American operations 
might need to shut down. Worse, 
investment plans in countries like 
India might be put on hold. Even if 
GM goes into Chapter 11, a Us tax 
code that shelters companies from 
their creditors, operations in coun- 
tries like India and China might 
need to be hived off. 

GM appears to be heading tow- 
ards a reasonably successful year 
in India. It's now aiming to grow 
its market share to 5 per cent in 
the country. However, events thou- 
sands of kilometres away might 
still leave them on the dust-heap. 
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How can disease be detected 
before it strikes? 


~ 
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The Siemens answer: Early detection and prevention. 
Our innovations combine state-of-the-art laboratory diagnosis, imaging technologies and IT f 


an earlier prevention and more specific diagnosis thus enhancing patient care. 
www.siemens.com/answers 


Answers for life. SIEMENS 
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ITH 110 MILLION 

Laptop Largesse W/ ` 
5-12 age group, 

India is an obvious 

OLPC wants to replicate its success in the US in India, | target for the am- 
but faces logistical hurdles along the way. bitious One Laptop Per Child 
Ms: | (OLPC) initiative pioneered by tech 

RAHUL SACHITANAND visionary Nicholas Negroponte. 
عه‎ E cc For Satish Jha, President, OLPC 

E India, this will be a second conn- 
ection with young children; the 
first happened in the 1980s, when 
his wife Amita was part of the 
anti-polio movement in India and 
saw the number of children aff- 
licted come down from over 
600,000 to around 100,000 in a 
few years. “Similarly, we think 
OLPC is a vaccination against ig- 
norance,” says Jha. While OLPC in 
the us gifts one free XO laptop for 
every branded laptop purchased 
on online retailer Amazon, the or- 
ganisation faces a challenge outside 








C India’ s Satish Jha: 
Connecting with kids 


AMIT KUMAR 








Times change. 


፦ Commitments don't. | 
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the US since laptops won't be 
shipped. So, the initiative will now 
work with Amazon’s UK arm to 
enable people from India and 
other countries to propel this 
project forward. 

Jha is also pursuing 


other channels such as corporate - 


sales, corporate social res- 
ponsibility initiatives, international 
aid bodies and non-governmental 
organisations to boost reach. “We 
want to reach three million chil- 
dren this year and, in five or six 
years, we expect to set up a much 
larger national network,” he says. 
In a power-starved country like 
India, he sees some of the xo lap- 
top’s technical specifications— 
solar power, low power utilisa- 
tion and even a hand crank—as 
key reasons for the success of this 
initiative. “We also offer the xo 
laptop on both open source and 





~ INSIDE THE XO LAPTOP 


© Linux- and Windows-based with dual mode 
display, which makes it readable in sunlight, too 


EE ER OR RE Oe ብ ብ Eee Eee eee eee ——————— 


€ 433 MHz processor and 256 MB of RAM, 
with 1 GB of flash memory | 


———— 9 ———————————————À €——————————9 


© No hard disk like conventional computers, 
instead three USB ports and an SD-card slot 


€ Wireless broadband enabled, which allows 
laptops to work in a mesh network; each 
laptop is able to talk to its nearest neighbours 


e ELLLELTEETTETTTTTTTTTTETEEE EE 


© Innovative power systems, including renew- 
able sources such as solar, wind and water 


m=. .-Á........Á.....................Á...Á.......1.........á....... 


@ Priced at $180 (Rs 9,000) 


Microsoft-based operating systems 
and our laptops can be used in 
the open, in broad daylight,” says 
Jha. Rather than compete with 
corporate laptop makers, 01) 
says it is carving out its own niche 
in the country. ^We don't want 
to be bracketed in that league... 
we hope to enable millions of 
Indians to get computer literate," 
claims Jha. 

“I feel attached to this idea and 
am looking to relocate to India 
from the Us to more closely manage 
the project," says Jha. Despite his 
zeal, OLPC has run into rough 
weather on several counts. For 
starters, the project, which initially 
promised laptops at $100 
(Rs 5,000), has seen that cost almost 
double; logistics delays have ham- 
pered deliveries across North 
America; hardware glitches have 
also slowed the project's growth. 





www.muthootgroup.com 


From Education to Information Technology, 
we help you to show the way. 


At The Muthoot Group, age old traditions co-exist in perfect harmony with the modern way of 
life. Which is why for over 120 years, it has continued to blaze trails in new avenues of business, 
while serving its customers with honesty, integrity and determination. Bringing delight to more 


than 40,000 families every day, through over 1000 offices across the nation. 


Toll Free: 1800 200 0101 
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Unchanging values...in changing times. 
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Indian IT companies are scrambling to get 
into the media and entertainment space. 


ites 
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DIFFERENT SORT OF CONVER- 
gence is taking place in the 
Indian media and entertain- 
ment space, including digital adv- 
ertising. Leading technology and IT 
companies are getting ready to ride 
the expected boom in the sector by 
either beefing up their presence in it 
or striking alliances and partner- 
ships with industry leaders or both. 
Wipro’s media and entertain- 
ment unit already has a dedicated 
1,200-plus team of technology and 
domain consultants focussing on 
segments like traditional print pub- 
lishing, online information services, 
music and entertainment. The com- 
pany has been providing solutions to 
some of the key industry players. 
“Being a customer-centric organi- 
sation, we have entered into and 
are looking at associations with ind- 
ustry leaders,” says Sridhar 
Srinivasan, Vice President (Comm- 
unication & Media), Wipro. 
Infosys, too, is ready with a game 
plan. Says Subhash Dhar, Senior VP 
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(Executive Council Member) & 
Communication Head, Infosys: “As 
part of our broad strategy, we wish 
to focus on non-linear growth and 
emerging markets like India. The 
market is large and the opportunities 
that digital convergence opens up 
are beyond anybody’s imagination. 
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Most major IT companies have ‘forged 
alliances with leading players in media and 
entertainment. 


Infosys has a partnership with Bharti 
Airtel for DTH 


Microsoft is powering Reliance 
Communication IPTV 


Cisco has entered into a deal with Airte 
for IPTV 


July Systems powers Network 18's 
cricketnext.com for mobile platform 


TCS has an alliance with TataSky 
Satyam is a partner for FIFA World Cup 


"ምተ 


digital TV 
from Airtel 
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[t is up to us how we can continu- 
ously innovate and co-create with 
customers to deliver value." 

So, what explains this interest 
now in media and entertainment in 
emerging segments? "Indian IT 
companies traditionally started 
communication as just a one-off 
vertical in their portfolio. This has 
found further impetus as telecom 
has converged with media and ent- 
ertainment (like Internet Protocol 
Television or IPTV), and now with 
the growing possibilities for triple 
play, it is a high-value proposition 
for IT companies to be present in 
this space," says Kamlesh Bhatia, 
Principal Analyst (Telecom Carrier 
Operations and Strategies), 
Gartner. Dhar's take is that as con- 
sumers today are exposed to digi- 
tal media and entertainment in 
multiple formats and mediums, 
"service providers should aim at 
unifying their service offerings and 
provide a unified digital lifestyle to 
their subscribers". 














A Passion-tó Perform. Deutsche 


For more information: www.db.com/íindia 











TRADEMARK CAUTION NOTICE 





Our client, Volkswagen Aktiengesellschaft (Volkswagen AG) of Brieffach 1884/6, 38436 Wolfsburg, 
Germany, hereby brings to the notice of the genera! public, those involved in manufacturing, trading 
and other commercial activities as well as public authorities empowered to sanction corporate 
names/brands that our client is the owner of the following VW trademark/logo and its variants in respect 
of a wide range of products, inter alia, vehicles, apparatus for locomotion by land, air or water, parts 
and fittings thereof, and all related goods and services. 





The stylised VW logo is a unique end original artistic work and is our client's distinctive brand, and is 
also recognized as a famous mark worldwide. Our client is globally identified and associated with the 
famous VW logo which forms its primary identification mark. The VW logo is our client's trademark, 
brand logo, as also its corporate logo and house mark which is used in all aspects of its business. 


The VW logo was first introduced in Germany in 1938. Since then, the VW logo is being extensively 
used in virtually every country of the world and has become distinctive of our client in the eyes of the 
consumers world wide, including in India. Our client has been using its famous VW logo in India since 
1 November, 1996 through its dealers and associate companies, Volkswagen Group Sales India Private 
Limited and Volkswagen India Private Limited. 


The VW logo/trademark is registered in the name of our client in virtually every country of the world, 
including India, in several classes for a wide range of goods and services. 


It has come to our client's knowlecge that some companies, persons, manufacturers and dealers are 
imitating or otherwise misusing our client's VW logo and trademark for their products and services to 
project association with our client. Some entities are even using deceptively similar marks/logos as 
their corporate brand/logo in an attempt to confuse the potential consumers into believing that they 
are in some manner either associated or affiliated with our client or that their goods and/or services 
are produced/offered under some collaborative arrangement with our client. 


Such persons and companies are aiming to deceive the public and potential consumers by dishonestly 
and wrongfully drawing association with our client, Volkswagen AG, and offering their products and 
services under trademarks/logos that are confusingly similar to our client's well known VW logo/trademark. 


Our client attaches great value to its intellectual properties and will not hesitate to initiate legal action 
to prevent such misappropriation of its well known trademark/logo. The consumers are requested to 
cooperate with our client by bringing to our notice any misuse and misappropriation of the VW logo/trade 
mark of our client. 


D. P. AHUJA & CO. 


VOLKSWAGEN AG by | Patent & Trademark Attorneys 


Calcutta * Bangalore 8 Madras 8 New Delhi 
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Panning Out 

The alliances are panning out in 
different ways. Infosys, for instance, 
is in a technology partnership with 
Bharti Airtel, wherein it’s getting 
technology products for its multiple 
services. “The Interactive Television 
services are just one component of 
the Digital Convergence Solution 
we have developed for Bharti 
Airtel’s DTH service in India. At the 
moment, the IP licensing is exclu- 
sively for Airtel. We will be pursing 
new opportunities at an appropriate 
time,” says Dhar. In fact, players 
in DTH and IPTV have several all- 
iances going with different technical 
partners for support. 

Satyam becoming the sponsor 
and IT partner for FIFA World Cup 
is considered a major coup. The 
relationship covers the 2010 and 
2014 FIFA World Cups in South 
Africa and Brazil, respectively. It’s 
no surprise, then, that most IT com- 
panies are now reorganising their 
teams and refer to them as CME 
(communication, media and enter- 
tainment) segment. 

But traction towards this space is 
not new, as the way was actually 
paved with the broadcast industry 
pitching for Pay-Tv model. “Pay- 
TV requires the intervention of tech- 
nology in terms of tracking sub- 
scribers, protecting content, etc. 
Also, the distribution platforms 
started taking off (like DTH and IPTV) 
that required a switch from coaxial 
to optical fibre,” says Atul Phadnis, 
CEO, MediaE2E, a media solutions 
company dealing primarily in the 
television space. 

Also, convergence now means 
content aggregation and its delivery 
requires the intervention of IT, 
which these IT companies see as an 
important source of revenue gen- 
eration. For instance, Infosys BPO has 
announced a strategic alliance with 
TV18 Group to launch Source 18 
that will provide a spectrum of serv- 
ices to media and entertainment 
companies. In fact, Source 18 will 





utilise the services of Tangerine 
Digital Entertainment, a company 
specialising in content repurposing 
and media process outsourcing for 
part execution of the contracts. 
According to analysts, there are 
many ways in which these alliances 
are afoot. Also, 3G is bound to imp- 
act this business when it opens up. 
“We will see new content in gaming, 
multimedia, value-added content 
delivered over high-speed networks. 
Therefore, the synergy between me- 
dia, entertainment and communi- 
cation needs to be in place—with 
the aid of technology,” says Bhatia. 


Ad-ing Up 

In the digital advertising space, 
Sapient—it does not classify itself in 
the IT space—has already estab- 
lished itself as a global leader. 
Analysts say Sapient derives its 
strength from its unique position. 
“Sapient has a strong technology 


heritage that separates it from most 
advertising agencies in digital mar- 
keting. It can provide help with the 
development, operations, infra- 
structure, and integration required 
to support interactive marketing 
efforts. Also, it has strong processes 
for helping companies gain align- 
ment around a strategy. This align- 
ment is critical to ensure a cohe- 
sive approach to marketing cam- 
paigns that often span both digital 
and non-digital channels,” says 
Bruce D. Temkin, vP & Principal 
Analyst, Customer Experience, 
Forrester Research, Inc. 

“We were one of the first to 
spot opportunity in the space and 
build our strengths. Usually, agencies 
work on the creative aspect and go 
to technology firms for all the rest of 
the work. We offer one-stop solu- 
tion to brands and companies,” says 
Sandeep Dhar, Sapient’s Managing 
Director. The company has over 
3,000 people based in India who 
provide back-office support to its 
work primarily for European mar- 
kets. But Sapient has domestic plans 
as well. “We are planning to do 
more work in this region—particu- 
larly in outsourcing advertising pro- 
duction and interactive technology 
work,” says Gaston Legorburu, 
Chief Creative Officer of Sapient. 
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GLOOM & DOOM 


Every economic indicator 
for Pakistan is in the 
danger zone. 


CPI/WPI annual growth 
25 25% 
20 


Neighbour s 


Woes 


'08-09 
"For week ended Nov. 1, '08 


03-04 
‘Till Oct. 08 


Exchange Rate (Rs/$) 


Pakistan's economy has fallen in and out — 9? 
of crisis quickly in the past. But, with its 
friends refusing to help, how will it pull 


itself out of the latest mess? 
PUJA MEHR d 
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AKISTAN IS SMACK IN THE middle 
Po a serious economic melt- 
down. Its list of woes are tor- 
tuously long and varied: purchasing 
power is being strangulated by a 25 
per cent inflation rate. The 
Government has borrowed 
a whopping Rs 1.4 trillion from the 
Central Bank to fund its spending. 
The fiscal deficit is at a 
tenth of GDP. The rupee has dev- 
alued by 25 per cent in just three 
months and the nuclear state’s res- 
erves of foreign exchange have dwin- 
dled to less than $6.9 billion—barely 
enough to buy nine weeks of im- 
ports. For the last two-and-a-half 
months, the stock market in Karachi 
has remained practically closed. 
What could possibly explain 
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@india [Pakistan 
Source: JP Morgan, State Bank of 
Pakistan, RBI, CSO and Govt. of India 


such economic carnage? After all, 
the economy was chugging along at 
a healthy 7 per cent clip for the 
past five years. The Karachi Stock 
Exchange (KSE) was a darling 
amongst the global investment com- 
munity and its KSE-100 Index was 
the best-performing stock market 
index in the world for the first four 
years of this decade. 

A lot of it has to do with the 
political situation in the country. 
In the past decade, Pakistan has fre- 
quently suffered bouts of insecu- 
rity, but the last year has been ex- 
traordinarily wrenching. Fighting 
extremists in the North-West 
Frontier Province (NWFP), 
Baluchistan and the tribal areas has 
sapped the country considerably. 
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The brutal assassination of Benazir 
Bhutto, the scary regularity of sui- 
cide bombings—the most recent 
one resulting in the spectacular 
torching of the Marriott Hotel in 
Islamabad—and the see-saw battles 
for power between General 
Musharraf and the Chief Justice of 
the Supreme Court have scared 
much of the world away from the 
country. Not surprisingly, Foreign 
Direct Investments (FDI) has plum- 
meted—from a peak of approxi- 
mately $8 billion to $3.5 billion 
for the current fiscal year. Even 
wealthy locals have taken much of 
their money out and stashed it in 
Dubai, as they do everytime things 
go awry in Pakistan. 

However, insecurity aside, one 
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of the big mistakes the government 
made was the decision to not pass 
on price increases, linked to big 
rises in global commodity prices, 
to its public. This sent the coun- 
try’s fiscal and external current ac- 
count deficits to breaking point. 
Low capital inflows simply couldn’t 
cover its oil import bill which 1s 
now a hefty 6.9 per cent of GDP. 
Then, when the burden on state 
coffers became unbearable, Pakistan 
passed on the price effect to its peo- 
ple. This has had a devastating effect 
on many ordinary Pakistanis. Food 
prices, for instance, rose by 34 per 
cent in August this year, forcing 
Pakistan to station paramilitary 
forces at flour mills in Baluchistan. 
“The salaried and poor are the 
worst hit,” says Karachi-based social 
scientist Akbar Zaidi. He adds that 
there are reports of mothers left 
with little option but to put up their 
children for adoption. 

Here’s another fact that explains 
Pakistan’s current mess: the country 





Economy’s Break-up 
Service industries are the prime driver of 
Pakistan's $125-billion economy. 


industry — 9 Agriculture 


® Services 
| 25385 | 21% 


| 532% 


Source: State Bank of Pakistan 


Break-up of GDP in 07-08 


lion in commercial foreign debt and 
$38 billion in IMF concessionary 
loans that have to be serviced with 
money that it doesn’t have. 

If this wasn’t already enough to 
send an economy into a tailspin, 
along came the subprime-related 
global credit crunch. Exorbitant 
input and credit costs coupled with 
low demand have hobbled key ind- 
ustries. Chinese bike makers in 
Pakistan have shut down 14 pro- 
duction units and chopped up to 


Food prices rose by 34 per cent in August this 
year, forcing Pakistan to station paramilitary 
forces at flour mills in Baluchistan 
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is practically broke. It spent $3.6 bil- 
lion on imports in September, inc- 
luding a $1.5 billion petrol bill that 
was close to twice what it spent a 
year earlier, but earned only 
$1.9 billion from its exports. 
Resorting to reserves to plug the 
current account deficit resulted in a 
sharp depreciation in the exchange 
rate: The Pakistani rupee has fallen 
33 per cent in just a year. On the 
domestic account, the stagnating 
tax-to-GDP ratio left the govern- 
ment with little recourse but to bor- 
row from its Central Bank to fund 
Pakistan’s subsidies on fuel that 
have piled up to Rs 175 billion. 
Plus, it’s external debts are many 
and mounting: Pakistan has $3 bil- 


50 BUSINESS TODAY DECEMBER 14 2008 


30 per cent of their workforce. Flag 
bearer, Pakistan International 
Airlines, has announced 5,000 jobs 
cut (28 per cent of the workforce) 
after failing to get funds from the 
cash-strapped government. 
Industrial production shrank 
5 per cent in April-May 2008 after 
growing 6.3 per cent on an average 
during the last five years. 

None of Pakistan’s buddies 
seems to want to help it out. 
President Asif Ali Zardari made 
fund-raising trips to old allies Saudi 
Arabia and the United States—both 
of which played important roles in 
the country’s historical engagement 
with the then-Mujahideen and now- 
Taliban—but came back empty 


handed. Ditto with China. After 
stalling for a while, the country has 
finally swallowed the bitter pill of 
seeking out another IMF loan tot- 
alling $7.6 billion—but these bor- 
rowings come with stringent req- 
uirements, like the slashing of fiscal 
deficit and import tariffs. 
Through its past economic set- 
backs, Pakistan’s economy showed 
steely resilience—the post 
Bangladesh war bounce-back took 
all of 24 months, for example. Each 
time an external shock induced a 
funding crisis for Pakistan, the 
world’s interest in keeping things 
cool in this volatile nuclear state 
resulted in cash injections. Pakistan’s 
rich elite, a recession-proof class, 
played recovery agents, quickly re- 
versing their capital’s flight back 
into evergreen industries such as 
opticals and surgical instruments. 
This time around, Pakistan’s 
misery has been compounded by 
several crises all kicking in at the 
same time. Problems are com- 
pounded by an inept Zardari-led 
administration, which hasn’t been 
able to get things right when 
Pakistan most needs it to. For the 
country to get back on track—and it 
will, with many economists pre- 
dicting that inflation will drop to 
single digits in 2010 while growth 
will return to a 5 per cent clip—the 
country needs to get its debt in 


order and resolve the abysmal credit 


rating (CCC, which suggests likely 
default) that s&p and Moody's have 
given it. This way it can access 
cheaper funds to inject into a cash- 
strapped economy. Still, it has a 
very serious problem with extrem- 
ist insurgencies in many parts of 
the country. “It’s difficult to see 
the political problem causing the 
economic crisis in Pakistan abating 
until the Afghanistan issue is 
solved,” says Indian economist 
Rathin Roy, who has worked on 
the neighbouring economy. Not 
good news for a country that needs 
all the help it can get. 8 
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Vi ijay y Mallya’ s aviation business has landed in a sea 
of red. Mallya has a survival plan, but he may need 
to look at drastic options to stay afloat. - 


K. R. BALASUBRAMANYAM AND KUSHAN MITRA 


"We have done our homework. I 
have done 10 months of meticulous 
planning for this venture. Today it 
has become fashionable to launch 
an airline. But we bave a huge brand 
pull because of the Kingfisher brand. 
Half of my marketing problems are 

taken care of” 
Vijay Mallya, in Business Today 
dated April 10, 2005, roughly a 
month before he launched 
Kingfisher Airlines 


“Aviation is a business in which 
cheques fly faster than planes” 

Captain G.R, Gopinath, MD, 

Air Deccan, in the same story 


መመ INDSIGHT I$ A WON- 
| derful thing, more 
መ so perhaps for smug 

| business writers. 

d BR. However, the point 
of dist into our archives and 
pulling out these two gems is not to 
say “we told you so” or to make 
UB Group supremo Vijay Mallya 
look silly. Rather, it's an attempt to 
highlight the hazards of the airlines 
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business, which can upset the 
applecart of the most seasoned en- 
trepreneurs and make their best in- 
tentions and grandest ambitions ap- 
pear extravagant. Three years ago, 


Jet Airways was king of the hill, 


Captain G.R. Gopinath was the 
much-heralded pioneer of the low- 
cost format, and Mallya was looking 
at breaking even in a year. Today, Jet 
Airways and Kingfisher are prepar- 
ing to work together to ensure they 
don't cannibalise each other; 
Gopinath is now Non-Executive 
Vice Chairman of Kingfisher Airlines 
(after Air Deccan was merged into 
Kingfisher); and Mallya is at the 
helm of an airline that’s reeling un- 
der piled-up losses of Rs 2,500 crore 
and an estimated debt heap of 
Rs 4,000 crore. 

Mallya’s current task is clear- 
cut: He has got to prevent Kingfisher 
from going under. He has got to do 
it solo, as policy norms don’t allow 
him to bring in an overseas airline as 
a partner. High levels of sales tax 
at the state level, which Mallya terms 
“punitive” and “like a guillotine” 


(see interview “We Can Wipe Out 
Our Losses in Three Years”, page 
62), aren’t doing him any favours. 
All expansion plans have been put 
on hold for now, with delivery of 
some 80 aircraft (between Kingfisher 
and Deccan) being deferred. 


Kingfisher has to first wipe out its ac- 


cumulated losses, which Mallya ex- 
pects to do in the next three years. 
“The airline business is such that 
you have to be prepared for losses 
and stay invested. A full-service car- 
rier will take anywhere between five 
and eight years to break even,” says 
Mark Martin, Senior Advisor with 
consulting firm KPMG India. 

Over the past six months, dur- 
ing which prices of aviation turbine 
fuel (ATF) rode a rollercoaster, 
Gopinath’s truism that cheques fly 
faster than planes has come home to 
haunt Mallya. Last fortnight, he fi- 
nally cleared part of dues—Rs 167 
crore of Rs 967 crore to oil compa- 
nies, and Rs 50 crore of Rs 220 
crore to Airports Authority of India 
ልላ]. "We have time till March 31 to 
clear the balance to oil companies 


A GRIM 
PICTURE 


Mallya has a Herculean 
task on his hands. 


Losses of Kingfisher 
for the first six months 
of 2008-09 


Rs 641 crore 


Accumulated losses of 
Kingfisher Airlines 


Estimated operating losses of 
Kingfisher for 2008-09 


Rs 499 crore 


Analysts’ estimates for 
Kingfisher's net losses 
for 2008-09 


Estimated profits of listed 
group companies for 
2008-09* 


Rs 600 crore 


Debt on Kingfisher 
balance sheet 


Number of new aircraft 
whose delivery has been 
rescheduled 


(60 from Deccan 


Number of new aircraft 
whose delivery will be 
taken in 2009 


* |ncluding losses of Deccan Aviation, 
which was merged into Kingfisher 


* Includes USL, UBL and UB Engg 
** Mallya might take up some A320 or ATF 
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and have worked out a settlement 
plan with AAI,” clarifies A. 
Raghunathan, Chief Financial 
Officer (CFO), Kingfisher Airlines. 
Apparent defaults on payments to 
General Electric’s aircraft leasing 
company have also prompted 
Mallya to return two of four dis- 
puted aircraft; a third was on its 
way back at the time of writing, the 
fourth will also be handed back 
(Kingfisher isn’t the only airline re- 
turning aircraft to lessors; other air- 
lines have, too). 

Kingfisher maintains that no pay- 
ments were pending, but the fact 
remains that Mallya’s expenditure in 
running the airline was higher than 
the monthly collections in sales in 
the April-September period. The 
losses, as a result, kept mounting— 
from Rs 157.86 crore in the April- 
June 2008 quarter to Rs 483.25 
crore at the end of the following 
three-month period, on revenues 
of around Rs 1,350 crore in each 
quarter. In the first half of this fiscal, 
the airline has paid Rs 246 crore 
in interest. 

There’s a feeling that the group 
might be under-reporting the air- 
line’s losses, having switched to a 
new accounting procedure. “The 
actual loss may appear much higher 
at Rs 1,119.71 crore for the April- 
September period if you also factor 
in deferred taxes of Rs 275.59 
crore, and maintenance rent of Rs 
203 crore payable to lessor aircraft. 
The company has shifted mainte- 
nance rent out from revenue ex- 
penditure under a new accounting 
practice,” points out R. Ramakr- 
ishnan, Partner with chartered ac- 
countancy firm R. Ramakrishnan 
& Co., in Bangalore. Mallya insists 
maintenance reserve cannot be 
counted as expense until the ex- 
penditure is actually incurred, and 
that’s the standard global practice. 

Mallya claims that neither is he 
under any financial stress nor is he 
scouting for money. “If the con- 
clusion is that I require huge sums 
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THE UB EMPIRE 


Liquor is the cash-cow. 


Promoter Group -31.8276 ው 


3926 


Real Estate 


UB City, a JV with Prestige Group: 9.50 lakh sq. ft. 
in central Bangalore; 5 lakh sq.ft. additional floor 
space being added Each sq.ft. worth Rs 15,000 


Spirits Beer 
36.5% j^ 
United Spirits United Breweries 


Net Sales: Rs 1,560.8 cr 
Net Profit: Rs 54.3 cr 
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Net Sales: Rs 3,166.2 cr 
Net Profit: Rs 321 cr 





Shaw W&M 

Wallace 100% 

15% Millennium 
Alcobev 


Royal Challengers (IPL): 
Analysts’ valuations: Rs 700 cr 









UB (Holdings) 


Investments 


Kingfisher Airlines 
Net Sales: Rs 2,720.3 cr 
Net Loss: Rs 641.1 cr 


Net Sales: Rs 273.5 cr 
Net Profit: Rs 64 cr 





Pegasus License 


Aviation 


js. 
Value of stake at today's 
prices: Rs 190 cr 


Mengalore Chem. 

& Fertilizers 

Net Sales: Rs 1,625.4 cr 
Net Profit: Rs 40.4 cr 





UB Engineering 
| Net Sales: Rs 264.6 cr 
Net Profit: Rs 12.8 cr 





All financials are for 2007-08, except for Kingfisher Airlines, which are for the first half of 2008-09. 


of money, I disagree with that. We 
have a very healthy cash flow due 
to healthy sales. We are collecting 
Rs 475 crore a month in our sales,” 
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“Not single penny moves 
from the breweries or spirits 
business to the airline” 


RAVI NEDUNGADI 
Chief Financial Officer, 
UB Group 
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he told Br. He is relieved that the 
monthly expenditure has dipped to 
Rs 480 crore on the back of a drop 
in the prices of crude oil, from a 
peak of Rs 540 crore in August. 
But, on the other hand, a sharp de- 
preciation in rupee has played spoil- 
sport with Kingfisher's dollar ex- 
penses like costs on lease rentals 
and maintenance. The high-profile 
billionaire is hunting for a "strategic 
investor" who would value his airline 
for its long-term potential; for this he 
is pushing hard for foreign direct 
investment (FDI) from a foreign air- 
line, which current policies don't 
allow. He would want to fly jointly 
with a foreign airline with which 
he can strike out an operational al- 
liance, too. 

Investment bankers are not as 
gung-ho as Mallya about a potential 
partner being willing to ignore cur- 
rent market realities and focus on 
long-term prospects. Says K. Rama- 
krishnan, Executive Director & 
Head-Investment Banking, Spark 


Capital Advisors, Chennai: “I am a 
little sceptical about Mallya getting 
an “acceptable” value for his aviation 
business in these conditions. Today, 
there is a more pronounced dis- 
connect between expectations in 
the minds of the sellers and readi- 
ness to pay in the minds of buyers. 
You cannot brush off current low 
stock market valuations as “unre- 
alistic”. It is a reflection of the sen- 
timent and is a discounting of imm- 
ediate foreseeable potential.” Rama- 
krishnan adds that the possibility of 
somebody willing to pay a more 
acceptable value is higher in the 
liquor business, which enjoys sup- 
erior profitability and leadership 
than in aviation. 

So, how big an albatross is KF 
around the Rs 13,600 crore UB 
Group’s neck? “We find the bal- 
ance sheet of the parent company, UB 
(Holdings)—which owns 55.5 per 
cent of KF—slightly stretched. It is 
difficult to raise funds on KF’s bal- 
ance sheet because of its negative 
net worth," says Nikhil Vora, 
Managing Director, IDFC SSKI 
Securities. “While operational busi- 
nesses of the UB Group (United 
Spirits, United Breweries and UB 
Engineering) are estimated to make 
a profit of Rs 600 crore for 2008-09, 
we believe that Kingfisher's losses for 
the current year could be around 
Rs 1,500 crore. The biggest chal- 
lenge for the U8 Group is to address 
investor concerns with regard to 
fund-raising for Kingfisher Airlines. 
Hopefully, the recent sharp correc- 
tion in ATF prices will provide relief 
for the aviation business," adds Vora, 
who tracks the group. 

The UB Group maintains that 
the airline does not get funds from 
any other group companies, except 
the holding company (see The UB 
Empire). *Not a single penny moves 
from either the breweries or spirits 
business to the airline. We operate in 
three completely independent silos. 
None of the businesses funds each 
other. Any funding support comes 





"If sales tax on ATF is 
reduced, Kingfisher will not 
have any loss in December" 


A. RAGHUNATHAN 
Chief Financial Officer, 
Kingfisher Airlines 


only from UB (Holdings)," says Ravi 
Nedungadi, Chief Financial Officer, 
UB Group. This means Mallya has to 
leverage only the balance sheet of UB 
(Holdings) to raise funds and stay in- 
vested in his airline business. UB 
(Holdings) grew 74 per cent 
sequentially to report a net profit of 
Rs 15.36 crore in the second quar- 
ter, and owns, among other assets, 
9.50 lakh sq. feet of prime real estate 
in UB City in Bangalore, in a joint 
venture with Prestige Group. 
Kingfisher Airline's yet-to-be 
revealed balance sheet may be weak, 
but there have been enough devel- 
opments in recent days to help im- 


THE FLIGHT TO A TURNAROUND 





Two optimistic scenarios for getting into 
the black. 
EBITDA at current rates of sales tax on ATF 


271 
958 


EBITDA at 4 per cent sales tax 


310 


um 2008-09 m 2009-10 m 2010-11 
Figures are in Rs crore EBITDA is earnings before interest, 
tax, depreciation and amortization Source: Analysts 
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prove sentiment. The reduction in 
ATF prices and abolition of import 
duty of 5 per cent on the fuel will, 
indeed, help in stemming the losses. 
“If the sales tax on ATF is reduced to 
4 per cent, Kingfisher will not have 
any loss in December for the month. 
There will be no cash burn and we 
will save between Rs 300 crore and 
Rs 400 crore a year on account of 
saving in taxes, which is 25 per cent 
on an average now," 
Raghunathan. Aware that he cannot 
get states to slash sales tax rates on 
ATF to 4 per cent, Mallya has stepped 
up the campaign to get the Centre to 
bring ATF under declared goods cat- 
egory (See Heavy, Heavy Fuel) so 
that it becomes taxable at 4 per 
cent. He has dangled a carrot, too: 
“If they cut taxes, I will cut fares.” 

It’s not as if the entire industry is 
clamouring for lower taxes. 
“Reducing taxes on fuel is not the 
solution, because what happens 
when the base price of fuel climbs 
again like it did earlier this year? 
The solution, I believe, is that airlines 
will have to seriously think about 
their business models. And also get 
the right-sized aircraft for the right 
route. What is the point of flying a 
180-seat Airbus with only 70 pas- 
sengers in off-peak hours. A plane 
has to make money through the 
day, not just at peak hours,” says 
M. Thiagarajan, MD, Paramount 
Airways. Paramount operates only 
70-seat Embraer E170 jets. Mallya, 
for his part, says the large scale of the 
operations of Jet and Kingfisher, 
which fly some 170 aircraft between 
them, is not comparable with the 
rest of the private sector pack. 

Yet, government sops 
unlikely to make a dramatic differ- 
ence to Kingfisher’s finances in the 
near term. An alliance with Jet and 
the announcement that Kingfisher 
will not cut fares will translate into 
better sales revenues only if passen- 
ger volume rises. “It is a positive 
sign that Kingfisher and Jet have 
decided not to reduce fares, but 
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TO DIVEST INA 
DOWNTURN OR NOT 


Mallya’s options for unlocking value. 


© Strategic sale in Kingfisher: Mallya 
feels he will get a far more attractive 
valuation from a strategic investor than 
from a financial investor. 


Kosa... a... ህህ ቓ ዙፆ ሌጽ ከ፣ጂጴሉ ከ الالال ل‎ 


@ Strategic sale in United Spirits: 
Negotiations are underway with Diageo, 
although both companies have clarified 
these are just ‘exploratory talks.’ 


“ወቀ ሉኩ ከ ወ TIC TTT ree 


© Offloading equity in Bangalore 
Royal Challengers (IPL team): Mallya 
can leverage the long-term potential of 
his IPL team, although Mallya claims 
he has no such plans. 


ምምም ምዊምዊምሱ0ም0ጅ 0 ። ምምም ን ንንንንእጥውን 1.1.1 ፈልሲ በበጎ 


@ UB City: The company, which is a 
JV with the Prestige Group, owns 9.50 
lakh sq. ft of commercial space, valued 
at an estimated Rs 1,425 crore at 


“ጠፍ ጠፍ ሌሉ ወወ ሸጽሉከጽአጽህዜጽሉጽጽ፣ሌ፣ጽጽጽጽ፣ሌ ፍፍ ፍሌ ሌዜከዜ ዜዴ ከሌዴከ፣ጃዝ.  ዜ.ክ ቹ”.  ፣ .. ሌሌ. 


@ ለ 10 per cent stake in Aventis 
Pharma: Valued at Rs 190 crore 
in a bear market. 


whether that will increase prof- 
itability is hard to predict now," 
says Hitesh Agrawal, Head of 
Research at Angel Broking. 
One-time rival and now 
Kingfisher Non-Executive Vice- 
Chairman, G.R. Gopinath, says that 
just relying on government sops isn't 
the way to go for the industry. “The 
way forward is for airlines to control 
costs and stimulate demand. The 
government must also participate 
in this endeavour by ensuring that 
various service providers to the air- 
line industry offer their services at 
competitive prices. The combined 
efforts of government and the air- 
lines will improve profitability. The 
airlines, too, on their part, must shift 
their focus from doles and raising 
money to getting themselves to prof- 
itability by controlling costs," says the 
Founder of Deccan Aviation. 

The Kingfisher brass is quick to 
point to the benefits of the inte- 
gration with Deccan, now chris- 
tened Kingfisher Red, which have 
begun kicking in. They point to 
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LIQUOR IS QUICKER 


Mallya’s core businesses of liquor and beer are his mainstays, 
although the latter could give him a few headaches. 


interview with BT. Little wonder then that the world’s largest spirits firm 

Diageo has expressed an interest in buying a strategic stake in USL, which 
also has Whyte & Mackay and Shaw Wallace in its stable. Both USL and Diageo 
maintain these are just “exploratory” talks. 

በ beer, leader Kingfisher finds itself getting crowded out by a host of foreign 
competitors, right from SABMiller, Asia Pacific Breweries (APB) (in which Heineken 
has a large stake) to Belgian brewer InBev, which recently acquired Anheuser-Busch. 
“We are extremely strong in the strong-beer segment (which makes up 70 per cent of 
the entire beer market) and lead the market vis-a-vis UB in this segment. We will be 
expanding to provide consumers with a genuine alternative to UB products,” says 
Apurv Nagpal, Marketing Director, SABMiller India. SABMiller, according to him, 
commands 35 per cent of the Indian beer market. UB has some 45 per cent. 

UB’s spat with Dutch brewing giant Heineken B.V is still unresolved. The Dutch 
brewer inherited a 37.5 per cent stake in UB when it along with Carlsberg of Denmark 
bought out British brewer Scottish & Newcastle (S&N), which is Mallya's joint 
venture partner in UB (with each owning 37.5 per cent). The bone of contention 
between the two is Heineken directly competes with UB’s Kingfisher through APB's 
brands such as Tiger and Baron. UB had, as per its earlier agreement, granted certain 
special privileges to S&N. The same, it now argues, do not automatically pass on to 
Heineken. “The earlier shareholder agreement was specifically restricted to the parties 
in that agreement. It has to be redrafted now. We want to give time to Heineken to 
resolve matters internally,” says Ravi Nedungadi, CFO, UB Group. 

Mallya’s team in the Indian Premier League, the Bangalore Royal Challengers—a 
wholly-owned subsidiary of USL and for whose franchise rights Mallya paid Rs 446 
crore—is estimated by analysts to be valued at Rs 700 crore. Mallya says he is in no 
hurry to unlock value. “The team will have a far better second season than the first.” 


() ur core businesses are doing excellently," Mallya booms before starting his 
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cost synergies to the tune of Rs 30- 
35 crore per month due to dis- 
counts from various agencies from 
which products and services are 
bought. “We have allocated more 
metro flights to Kingfisher, and 
shifted more of non-metro routes to 
Red,” says Mallya. That has helped 
up revenues by 25 per cent between 
April and October, despite lower 
capacity deployment. In absolute 
terms, the airline’s revenues are up 
from Rs 2,300 crore in the previous 
year’s April-October period to 
Rs 2,900 crore in this year’s corre- 
sponding period. 

Mallya expects to benefit from 
synergies in a recently-announced 
alliance with Jet Airways, too. “We 
will not compete uselessly when we 
do not have to,” he says. Here’s 
how Goyal and Mallya expect to 
benefit: At peak hours, there’s little 
problem in filling up flights; the 
problem lies during off-peak hours 
when Jet and Kingfisher flights leave 
within 15 minutes of each other, 
more than half empty. “Instead, we 
will operate one flight, and fill more 
seats. We will decide who flies when, 
for which we are working out the 
modalities,” says Mallya. He says 
there’s a lot more that will be done, 
including merging the two airlines’ 
global distribution systems, which 
will allow those who’ve booked a 
ticket on the Jet Airways website to 
fly Kingfisher, and the other way 
around. Rivals are quick to point to 
the irony of this alliance as they feel 
that these two very airlines that are 
coming together are to blame for 
the current dismal scenario. After 
all, at one time Jet and Kingfisher 
were busy scrapping for market 
share rather than seeking to enlarge 
the passenger base. 

Jet and Kingfisher have their 
task cut out to push up demand. 
“We are already seeing a decline in 
demand up to 40 per cent, but there 
is no immediate fare cut in sight,” 
says Vijay Narayanan, Head of 
Bangalore Operations of PA 
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“Reducing taxes on fuel is 
not the solution, because 
what happens when the 
base price climbs again?” 
M. THIAGARAJAN, MD, Paramount Airways 


Consulting Group, a UK-headquar- 
tered global management consulting 
firm. Siddhanta Sharma, a former 
CEO of low-cost airline SpiceJet, feels 
the next six-to-eight months are 
going to be very difficult for the 
sector. *The de-growth will affect 
full service carriers more than low- 
cost carriers," he says. 

Before thinking about pushing 
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"Airlines must shift focus 
from doles to getting prof- 


itable by controlling costs” 


G R. GOPINATH 
Non-Executive Vice Chairman, 
Kingfisher Airlines 
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up demand, Mallya has to focus 
on getting the airline healthy again. 
One option to raise cash for Mallya 
is to sell the *slots" (the aircraft he 
has ordered but, of which, he will 
not take delivery) he has on hand. 
Between Kingfisher and Deccan, 
he has over 80 Airbus and ATR air- 
craft on the order books. *We can 
sell these slots and make money on 
that,” says the UB Group Chairman. 
According to Mallya, the earliest an 
airline can get deliveries of an Airbus 
A320-family aircraft, if ordered to- 
day, is by 2012. *If an airline wants 
to buy our slots we will be happy to 
sell them (at a premium)," he 
stresses. “If a customer is facing dif- 
ficulties, we will try our hardest to 
help them,” says Kiran Rao, 
Executive Vice President, Airbus. 
“We know this is a cyclical industry 
and it serves us no purpose if we 
shove orders down our customers’ 
throats... Airbus’s prosperity de- 
pends on the airlines, and Kingfisher 
is a big customer,” he adds. 

Mallya’s rivals love to privately 
wonder how a man who 15 at the 
helm of a brewing and distilling 
empire finds time to back an IPL 
team, a Formula 1 team—and run 
an airline! In the past, he had hired 
two Chief Executive Officers (CEOs) 
to take charge of the airline. Today, 
Mallya is not only Executive 
Chairman but also Managing 
Director & CEO. There’s no need 
for a CEO, he says. “I have three 
Executive Vice-Presidents who are 
people of great confidence and ca- 
pability. The team is performing 
remarkably well,” he says. 

Along with that team, Mallya 
also has a few aces up his sleeve: 
He can strengthen the holding 
company’s balance sheet by raising 
funds via stake sales in a number of 
companies. For instance, the group 
owns a 10.2 per cent stake in Aventis 
Pharma, which is still worth Rs 190 
crore in a bear market. There’s also 
the Indian Premier League Team, 
owned by Royal Challengers 
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Sports—a subsidiary of United Spirits 
Ltd (USL). And, of course, there's the 
flagship liquor enterprise, United 
Spirits, in which Diageo has ex- 
pressed a keenness to buy. “There is 
clearly pressure on the financials of 
the entire group. But there is still 
enough potential for value unlocking 
in a lot of the group companies like 
USL, where they have treasury stocks, 
and Whyte & Mackay (which was 
acquired last year for $ 1.18 bil- 
lion or Rs 4,720 crore) to latch on 
to. They can sell part of IPL to pri- 
vate equity investors. I think the 
uB Group will do something in the 
next 12 months,” says Vora of IDFC 
SSKI Securities. Mallya, for his part, 
says he’s not keen on unlocking 
value in the IPL team, which ana- 
lysts value at some Rs 700 crore. 
According to a UB Group presenta- 
tion, the IPL team has received un- 
solicited expressions of interest 
for participating in the equity of 
Royal Challengers Sports at a sig- 
nificant premium. 

There’s another option, how- 
ever unlikely it may seem, to un- 
lock value. Gopinath has made an 
offer to buy back the erstwhile Air 
Deccan. “I offered to explore buying 
out Air Deccan if Mallya was willing 
to sell. 1 am sure there are people to 
invest in a low-cost carrier,” says 
Gopinath. Mallya is, of course, in no 
mood to take the offer seriously. 
“He has to buy the whole of 
Kingfisher. Deccan does not exist,” 
he quips. ቹ 





KILLING THE GOOSE? 


Airlines pay a bomb in taxes... 










HEAVY, HEAVY FUEL 


Are punitive state taxes on ATF killing the industry? 


Mallya a few months ago, that he operate flights to Tier-II cities in 

Maharashtra, the aviation baron politely declined. Mallya clearly wasn't 
inclined to oblige governments unless they bailed out the aviation sector from state 
levies—that average 25 per cent—he calls "punitive". It's these levies that are 
breaking the back of the Indian aviation industry, argues Mallya. According to some 
estimates, India’s airlines are expected to end the year with combined losses of 
about Rs 10,000 crore (approx. $2 billion), up from $1 billion a year ago. 

In the recent past, global crude prices have slid from a high of $147 a barrel in 
July to $50 currently. Whilst that’s solace for the industry, it doesn’t mean that 
the airlines are in clover. For one, the rupee itself has fallen to Rs 50, making 
imports costlier. 

As import duty on ATF has been abolished from November 1, airlines pay an 
excise duty of 8 per cent. On top of this, states collect levies between 25 and 33 per 
cent on ATF. Only Kerala and Andhra Pradesh have sales tax rates of 4 per cent on 
ATF, effective April 1, 2008. Maharashtra, too, has extended a similar relief, but 
outside Mumbai and Pune. So, effectively it means nothing to airlines as over 90 per 
cent of flights in that state take off from these two centres. 

Civil Aviation Minister Praful Patel has been arguing the aviation sector's case 
and had said ATF prices in India are 70 per cent higher than the international 
benchmark. The Centre is seeing if it can bring ATF under declared goods. Once the 
Centre notifies a commodity as declared goods, the maximum sales tax or value- 
added tax that a state can levy is 4 per cent. The Centre notifies a commodity as 
declared goods if it is found to be of special importance in inter-state trade or 
commerce. For instance, ATF used in aircraft with a maximum take-off mass of less 
than 40,000 kg, operated by scheduled airlines, was recently notified as declared 
goods as these aircraft are doing a service in connecting distant parts of India. 

A commercial taxes official in Bangalore, not willing to be identified, says they 
have strong reasons not to agree with the demand for a 4 per cent uniform sales 
tax. The government cannot cut taxes on ATF when others continue to pay an effec- 
tive tax of 26 per cent on diesel. “How can we subsidise air travellers when people 
who use buses are absorbing high taxes on diesel,” wonders the official. 

But Karnataka Home Minister V.S. Acharya, who represents the state on the 
Empowered Committee of State Finance Ministers, believes cut in levies will 
stimulate growth in traffic volumes as air schedules have drastically come down in 
the last few months. He, however, adds that Karnataka is sticking to the present rate 
as it does not want to deviate from the suggested rate. That’s not good news for 
Mallya and other operators of Airbus and Boeing aircraft. 


W^» Maharashtra Chief Minister Vilasrao Deshmukh suggested to Vijay 





dec በጨ] . 0). | 05410). MPL ዘጸ). -and in August when ATF prices 
Hyderabad (HYD) 0 r 1371 38 662 peaked, the numbers were far worse. 
Chennai (MAA) — 33,830 29 9811 43,641 U s 

Kolkata (CCU) 38,244 | 25 9561 47,805 = 

Bengaluru (BLR) 4 28 9031 41,285 ع‎ 

Dethi (DEL) 32,817 x 20 6,563 39,381 Figures are tax paid per kilolitre of fuel in August 2008 (Rs) 
Mumbai (BOM) 32,549 25 8,137 40,687 | 


Prices as of November 16, 2008 
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Source Indian Oil Corporation, Kingfisher 
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How do you see the aviation business 
panning out in the current 
environment? 

In India, air traffic is vital; it is not 
an option. Given the geographic 
size of our country and the GDP 
growth, aviation will always have a 
bright future. There is no dearth 
of demand. It all depends on what 
you are comparing (today’s situa- 
tion) with. If you are comparing 
today’s position with the 30 per 
cent CAGR (compounded annual 
growth rate) of the last three years, 
you are making a fundamental mis- 
take. A 30 per cent CAGR 15 not sus- 
tainable in any industry. We have 
reached a new level based on that 
growth. The whole base has moved 
up from 14 million to 45 million 
passengers; 30 per cent on 14 mil- 
lion is hell of a difference from 5 per 
cent on 45 million. That’s on one 
side. On the other, many airlines 
added a lot of capacity. 

Captain Gopinath (Non- 
Executive Vice Chairman of 
Kingfisher Airlines), who at every 
opportunity likes to criticise the way 
I run Kingfisher, says prices should be 
rock-bottom in order to stimulate 
demand. He talks about this country 
requiring 1 billion seats. I have never 
believed in that business model. 





So, where do you see the problem? 
Growth has slowed due to a multi- 
plicity of factors. The growth of 


AMIT KUMAR 
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an the ‘King of Good Times’ survive the turbulence in the current 
downturn? In an exclusive interview that started ዳሎ ከ ሩን 7 






Marg, Mallya shed light on what bas been deas መክ ng Kingfisher doum and 


bow be will get the airline flying high again. 


civil aviation is normally twice that 
of GDP growth. Even if there is a 
6 per cent GDP growth, aviation 
will grow 12 per cent. The airport 
charges are too high. The industry is 
overtaxed. If you see Hyderabad, 
the fuel price, after a 4 per cent 
sales tax, is Rs 35,662 (per kilo- 
litre), while the same in Bangalore 
costs Rs 41,285 after a 28 per cent 
tax. You tax any industry at 25-30 
per cent, and figure out for yourself 
whether that industry has any 
chance of survival. To me, it is like 
a guillotine. Look at what state gov- 
ernments are earning: Andhra 
Pradesh earns Rs 1,371 (per kl) 
while others earn an average of 
Rs 9,000 in taxes. This is at today’s 
fuel prices, which are one-third of 
what they were six months ago. 
That’s the reason for our dues to the 
oil companies going out of control. 


CET 








The government has reduced tax on 
lighter aircraft... 

In its last Budget, the (Union) gov- 
ernment was pleased to say aircraft 
under 40 tonnes max take-off weight 
will have a 4 per cent tax (declared 
goods). But those heavier than 40 
tonnes have this punitive (sales) tax. 
So effectively, you are taxing Boeings 
and Airbuses. The so-called airports 
to which the government wanted 
to encourage connectivity, in the 
past, had turboprops landing there. 
Airbuses and Boeings are landing 
there today. They are connecting 
rural India. That’s why Kingfisher 
alone has suffered a burden of Rs 
750 crore. If the government can 
amend the law, bringing ATF (avia- 
tion turbine fuel) under declared 
goods, every airline will go from 
red ink to black ink. And I have 
committed (that) we will lower prices 


.. “Who does not have debt? It is not the question 
of debt. The banks would not have sanctioned 
Pa lebt if they had felt uncomfortable" 





to stimulate the earlier demand. 














That will help wipe out your losses? 

In three years, we can wipe out all 
the losses (estimated at Rs 2,500 
crore). In India, we are pert 
a vital national service, King 
connects 69 destinations daily x 
450 plus flights. There are se 

places where only Kingfishe: 
ates such as Dehradun, the cap 
Uttaranchal. | am the world's lar 
operator of ATRs, We orders 

got these aircraft to serve a ver 
specific purpose. Today, you cannot 
go and buy 20 ars. You will ger de 

ivery only after 2012. There isa: 
vere shortage worldwide of ATR pil- 
ots; 90 per cent of my ATR com- 
manders are expats. Giovanni 
Bisignani (Chairman of the 
International Air Transport 
Association or IATA, a global airline 
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| 5] body) has said 
ee re” India is among the 

m most expensive 
places on the planet to buy 
ATF. We are among the lowest-cost 
operators of an airline in India today. 
We run an efficient operation. You 
can be as operationally efficient as 
you want. But you cannot fight a 
punitive tax. 


But now that crude prices have come 
down, the taxes would not be hurting 
you as much as before... 

Why cannot the tax be the same for 
all aircraft? Andhra Pradesh has 
done it; Kerala has done it. Andhra 
is recovering much more revenue 
because we are all fuelling in AP. We 
are carrying fuel out of Hyderabad 
to avoid fuelling in Mumbai. What 
[ am asking is to be treated fairly. 
Oil prices have come down, but 
what about the 25 per cent dep- 
reciation in the rupee? We pay 
maintenance cost in dollars. Where 
has my cost gone down? Costs have 
gone up in lease rentals and main- 
tenance. That is why we need this 
declared goods status (on ATF). 


So, is the industry still unviable in 
spite of low oil prices? 

It is not the question of being unv- 
iable. Thankfully, because oil prices 
have come down we will break- 
even. Some people make the mis- 
take of classifying all airlines as one. 
Please give us a break. IndiGo, Spice 
and Paramount have less than 
20 planes. Jet Airways and 
Kingfisher fly 85 plus aircraft each— 
170 aircraft between the two of us. 
The comparison is like chalk and 
cheese. As a result of tax, we have 
no choice, but to increase our fuel 
surcharge. Today, fuel surcharge is 
more than the basic airfare. We 
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Jet and Kingfisher together are 60 per cent 
/ of the market. So, any equity deal will not pass 
- muster. That does not mean we cannot cooperate" 


(Kingfisher) still have a 10 per cent 
overcapacity situation in India. My 
plan is to use same Airbus that fly 
domestic to fly neighbouring desti- 
nations outside India where costs are 
lower and yields are higher. 


How important is it for Kingfisher to 
get foreign direct investment (FDI)? 
Aviation requires a level playing 
field in tax and in policy. We are 
discriminated against both in tax 
and in policy. Give us a level play- 
ing field. We are capable of fighting 
international carriers. How does 
it feel to you as an Indian when 75 
per cent of all traffic in and out of 
India is controlled by foreign air- 
lines? This is the only country in 
the world that has three designated 
carriers—Kingfisher, Jet and Air 
India. It is our money, our tax- 
payer money, our India money. I 
would like to see it reverse. I would 
like to see Jet, Kingfisher and Air 
India have 75 per cent of traffic 
and others 25 per cent of business, 
like anywhere else in the world. 

I have applied to government 
to review the policy (currently no 
foreign airline is permitted to invest 
in the aviation sector). I am entitled 
to go to the government. If you 
can have 100 per cent FDI in airports 
or steel, what is wrong in an airline 
(getting foreign investment)? Who 
can appreciate the value of an airline 
in a growing market like in India 
more than a foreign airline? Any 


“How does it feel to you as an 
Indian when 75 per cent of 
all traffic in and out of 
India is controlled by 


foreign airlines?" 





airline will value another airline 
much, much higher (than perhaps a 
financial investor would). 


So, you are keen to have a partner? 

It is not a question of partners. If 
today you want to raise serious cap- 
ital for doing anything, a strategic 
investor would give you a far better 
value than a normal non-strategic 
investor would, particularly in this 
environment of a meltdown. 
Companies, in today's bearish scene, 
are undérvalued by up to 80 per 
cent. A strategic investor thinking 
long term is likely to value your 
business far higher than a normal 
stock market investor. If we are 
given a level playing field, Kingfisher 
will become a positive contributor 
to UB Group. We can make huge 
money if we are not penalised. 


There is considerable debt on 
Kingfisher's balance sheet... 

There is balance sheet debt. Who 
does not have debt? It is not the 
question of debt. The banks would 
not have sanctioned debt if they 
had felt uncomfortable. Why do 
I need more (money)? If the con- 
clusion is that I require huge sums 
of money, I disagree with that. It 
is a misnomer to think that we 
have a requirement of humungous 
amount of cash. We have a very 
healthy cash flow due to healthy 
sales. We are collecting Rs 475 crore 
a month in revenues. Our exp- 
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| Rs 480 crore, as of 
now. In August, it had 
reached up to Rs 540 crore when crude 


was at its peak. 


How did you manage with this gap 
between income and expenditure? 
Very simple. We ran up dues to oil 
companies. It’s simple mathematics, 
no rocket science. That is why our 
outstanding went up. We have 
cleared some dues to both the 
Airport Authority of India (AAI) and 
oil companies. The media's focus 
has been on these (dues). Today 
when I run my airline, first I have to 
report to the media, then to my 
shareholders. My shareholders ask 
me why is it that they have to read 
everything in the media. 


So, what happens to your aircraft 
acquisition plan amidst the current 
environment? 

Gopinath had ordered 60 Airbuses 
and I had 30, of which I took del- 
ivery of only 10, and plan to 
reschedule the entire lot, but I will 
make money in the process. We 
have offers from airlines to buy our 
slots. They don't appear in any bal- 
ance sheet. These slots are valu- 
able. We are arguably the only air- 
line to have slots in 2009, 2010 
and 2011. Today, if anyone wants 
to buy an A320, he will get delivery 
only post-2012. I don't plan to take 
delivery of any aircraft till late-2009 
in a best-case scenario. 


But is there a demand globally? 

The whole world is not collapsing. 
Maybe there is significant overca- 
pacity in the Us. You are all aware 
Emirates is taking delivery of almost 
60 Airbus A380s and they have not 
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Ca በና Gopinath has to buy the whole 
f Kingfisher. Deccan does not exist. 
That is more of a joke” 


said they are cancelling or deferring 
orders. We have returned planes 
and lessors have happily taken 
planes without any penalty. All have 
taken aircraft with amicable termi- 
nation and no penalty. 

There are airlines in the world 
who still want capacity. Airbus can- 
not produce and sell Airbus 320 
between 2009 and 2011 for any- 
body who orders them now. I am 
not saying I am the only seller. But 
certainly I have amongst the 
most number of slots, all of which 
are valuable. 


Do you think you will need to buy more 
aircraft in 2009? 

It all depends on how the industry 
pans out. If the government is in- 
clined to pass the declared goods 
order, we will reduce prices, 
demand will get stimulated and 
more aircraft will be required. 


There have been allegations that your 
alliance with Jet amounts to a mon- 
opoly... do you see this relationship 
ending in an acquisition? 

The alliance was very important 
for both Jet and Kingfisher. I have 
already received an MRTPC (Mono- 
polies and Restrictive Trade 
Practices Commission) notice for 
announcing the alliance. Jet is 80 
per cent owned by (Naresh) Goyal, 
and Kingfisher is owned 65 per 
cent by uB. Both airlines together are 
60 per cent of the market. So, any 
equity deal will not pass muster. 
Let us not go down tracks that are 
inconceivable. That does not mean 
you cannot cooperate... we both 
have resolved to maintain our com- 
petitive advantages and brand iden- 
tities. We won’t surrender our brand 
identities. 





You have had a couple of expat Chief 
Operating Officers in the past. Any 
plans to hire a CEO for Kingfisher, 
given your busy schedule? 

You are right now talking to the 
CEO. To operate an airline business 
in India, please tell me how many 
expat CEOs will survive. I have three 
Executive Vice Presidents who are 
people of great confidence and cap- 
ability. What is a CEO going to do? 
He is required to lead the team. 
Even when we have not had a CEO, 
the team is performing remarkably 
well; I am proud of them. Today, it 
is a cakewalk as compared to what 
it was four months ago. 


What synergies has Kingfisher 
achieved post-merger with Deccan? 
The cost synergies achieved have 
been to the tune of Rs 30-35 crore 
per month due to discounts from 
various agencies that we buy our 
products and services from. We have 
allocated more metro flights to 
Kingfisher, and shifted more of non- 
metro routes to Kingfisher Red 
(which Deccan has been now rechris- 
tened). My good friend Gopinath 
keeps saying that when Deccan was 
under his command, revenues were 
higher, and they’re now lower under 
Kingfisher. This is his general alle- 
gation against me. Between April 
and October, revenues are up by 
25 per cent in spite of lower capacity 
deployment. In absolute terms, rev- 
enues (of the merged entity) are up 
from Rs 2,300 crore last year to 
Rs 2,900 crore this year. 


Captain Gopinath has offered to buy 
back Deccan... 

He has to buy the whole of King- 
fisher. Deccan does not exist any- 
more. That is more of a joke. 88 
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BIYANI BATTLES 





THE BLUES 


The pioneer of organised retail is counting on “conscious 
consumption"—rather than "conspicuous consumption —t0 
see his group through the slowdown. VIRENDRA VERMA 


RY THIS QUICK QUIZ: 
Which is the only stock 
amongst the 30 that 
makes up the Dow 
Jones Industrial Average 
that's actually gained in the current 
year, even as the index slipped by 
36.5 per cent, till mid-November? 

Answer: Wal-Mart. Buoyed 
by third-quarter profits that beat 
analysts! expectations, and that 
are higher than those of a year 
ago, the world's largest retailer 
has bucked the declining trend 
in US consumer spending in style. 
It’s been able to woo customers 
from other retailing formats like 
Target and Macy's, who are trad- 
ing down in their everyday pur- 
chases; Wal-Mart is now gearing 
for the holiday shopping season 
with aggressive schemes. 

Back home, the pioneer of or- 
ganised retail is hoping for a sim- 
ilar pattern of spending amongst 
budget-conscious consumers to 
buck the slowdown that has caught 
up with the Indian economy. 
Kishore Biyani, Founder & CEO 
of the Future Group, points to 
the 78 per cent growth in the 
month of October (during the 
Diwali season) over the previous 
corresponding period as a sign 
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SIGNS OF STRESS 


Pantaloon Retail showed a loss on a consolidated 
basis last year... 





mm 2007-08 um 2006-07 Figures are consolidated, 
in Rs crore and for the year ended June 2008 Source: BSE 


... fledgling subsidiaries took a beating... 
Home Solutions Retail 







Future Capital Holdings* 
98.4 
28.2 


Future e-Commerce 


9.45 
Pantaloon Food Product 


mm Revenues mm Net loss Figures in Rs crore *Consolidated 
Source: Pantaloon and Future Capital Annual reports for 2007-08 


... Which is why the listed stocks got hammered. 





Nov. 14, '08 
Source: NSE 


Feb. 1, '08 


፳ Futurecap mm Pantaloon 


that consumer spending in his 
chains of hypermarkets and 
supermarkets isn't flagging. “My 
consumers, who form the top 20 
per cent of the Indian population, 
have shifted from conspicuous to 
conscious consumption. Until cus- 
tomers tell us to do so, we will 
not change our strategy for 
growth. This is an opportunity in 
a lifetime for us,” insists Biyani. 
Growth for Biyani is multi- 
pronged. For starters, he has no 
plans to let-up on adding retail 
space—he plans to add 4 million 
square feet in the current financial 
year (which will end in June 2009), 
and hopes to reach 24 million 
square feet by 2011, up from 8.6 
million square feet today. Last fort- 
night, Biyani unleashed his game 
plan in fast-moving consumer 
goods, which range from soaps to 
butter to electronics to apparels un- 
der the umbrella of group company 
Future Brands. He has also taken 
the plunge into new areas of retail 
like rural and telecom products dis- 
tribution. Alongside, the Future 
Group chief also has his hands full 
growing the consumer finance busi- 
ness—the second leg of his vision to 
tap consumption—through listed 
subsidiary Future Capital Holdings, 


NEW BUSINESSES ARE IN THE RED: 
Home Solutions Retail lost 

Rs 60.5 crore and Future Capital 
Holdings Rs 28.2 crore in 2007-08. 
Insurance is a long-gestation 

period business. 


FINANCIAL SERVICES AREN'T 

AS ATTRACTIVE ANY MORE: 

With the entire industry coming under 
close scrutiny, Biyani has shelved plans 
to launch personal loans and is going 
slow on consumer loans. 


THE CONSUMPTION CYCLE 

COULD SLOW DOWN: 

If that happens, the Rs 25-30 crore 
Biyani generates daily through his 
various retail formats will shrink. 


BHASKAR PAUL 


REAL ESTATE PRICES ARE FALLING: 
This enables Biyani to expand by 
virtually dictating terms to developers. 
For instance, he's now entering into 
revenue-sharing agreements. 


MANPOWER COSTS HAVE STABILISED: 
This is significent because people is the 
second biggest cost for Biyani 


COST EFFICIENCIES HAVE GOT A LEG- 
UP AS COMMODITY PRICES FALL: 

For instance, Biyani will save some 

Rs 13 crore annually just on 

plastic bags. 


“Money is available but the value 
of money has changed" 


Founder & CEO, Future Group 
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BRANDS OF FUTURE 


Biyani unveils his newest gambit in the consumption space. 


EWRITE RULES, RETAIN VALUE— 
Res Kishore Biyani’s way of 

summing up his thrust in the 
branded space. He’s done that once 
with retailing 7-8 years ago. Now this 
serial entrepreneur of sorts is aiming 
to build a $2-billion (Rs 10,000-crore) 
business of brands by 2012. The strat- 
egy revolves around creating in-house 
brands in various segments like elec- 
tronics, fast-moving consumer goods, 
sports, household items and apparel. In 
the process, he will be taking on es- 
tablished multinational players like 
Unilever, LG, PepsiCo and Reebok. 
“Whilst we are not aiming to dethrone 
the leaders in these businesses, we 
would like to be amongst the top three 
selling brands in the respective cate- 





S. Ravindranath 
CEO (Food Business) 


gories within our stores,” says Biyani, 
who's clearly focussed on margins rather 
than market share. “Most of the brands 
in India are created by MNCs for global 
markets and tend to address a small 
part of the Indian market,” says Santosh 
Desai, CEO, Future Brands, the firm 
that will own the brands. 

Pantaloon Retail is already selling 
some of these own brands. These in- 
clude John Miller and Bare in apparels, 
Koryo in electronics, Dreamline for 
kitchen items and furniture, and Tasty 
Bite for food items. Biyani is relying 
on cricketers like Sachin Tendulkar and 
Mahendra Singh Dhoni, and film star 
Hema Malini to promote some brands. 
There’s a brand called “Sach” being 
developed specifically with Sachin for 
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Damodar Mall 
CEO (Innovation) 


sports gear and health drink; and there's 
Dreamline with Hema Malini in the 
kitchen and furniture segment. To pro- 
mote these brands, the group will spend 
Rs 200 crore annually by 2012. 

To build these brands, Biyani has 
been hiring top guns from the biggest 
marketing firms. From Hindustan 
Unilever alone, he's roped in S. 
Ravindranath, Sadashiv Nayak and 
Darnodar Mall. Desai is a former honcho 
from advertising agency McCann 
Erickson, and Shashi Kalathi is a former 
head of marketing from PepsiCo. 

Future Group is hoping this mar- 
keting blitzkrieg will improve the prof- 
itability of the group. "Our margins will 
be 10 per cent (on an average) higher 
from the in-house brands," says Biyani. 


Santosh Desai - 
CEO, Future Brands 


By 2012, he expects private labels to 
account for 30 per cent of Future Group 
revenues. The group will negotiate 
directly with various manufacturers to 
further improve the margins and initially 
sell them directly in its stores. Moreover, 
it will invest in its vendors through 
Future Ventures and provide financial 
stability to them. 

Future Group's strategy looks great 
on paper, but will brand-conscious con- 
sumers shift from Lux, Pepsi and Ponds 
to the Biyani labels? The Rajah of Retail 
has been successful in creating an en- 
vironment for consumers to enjoy the re- 
tailing experience. Now he's got to con- 
vince those who enter his stores that the 
products he sells will improve their life 
in some significant manner. 





OW PAUSE, 
RECORD AND REWIND 
IVE TELEVISION 


Introducing Tata Sky+. It'll change the way you watch TV. With Tata Sky+ in your home, 
you can pause, record and rewind even live telecasts. So if the doorbell rings while 
Sehwag's going berserk, all you have to do Is press PAUSE. He will wait for you till you are 
back and comfortable. Or if you feel like tickling your funny bone, use the REWIND 
function to replay and watch your favourite slapstick moment as many times as you like. 
And if your Friday date with your favourite action star clashes with your wife's plans 
to watch a certain ship hit an iceberg, don't worry. Tata Sky+ will RECORD your show 


while vou and vour wife watch Jack and Rose fall into the Atlantic Ocean for the 19" time. 


ALSO ENJOY: OVER 160 CHANNELS* IN DVD QUALITY, INTERACTIVE SERVICES, 24x7 CUSTOMER SERVICE AND MORI 


o buy. call: 1860 425 6633 (MINL/BSNL). or 0172 6600 6633 (North), 040 6600 6633 (East/So 
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the year ended June 2008, up 
from Rs 100 crore a year ago. 

“With capital getting scarce in 
the current environment, Pantaloon 
has to seriously revisit its expan- 
sion plans,” says Sanjeev Patkar, 
Director (Research), Dolat Capital 
Market. Several broking firms have 
downgraded the earnings estimates 
for Pantaloon Retail for the cur- 
rent financial year. “A slowdown 
in the consumption cycle and high 
interest costs will lower the prof- 
itability for the company,” adds 
Abhijeet Kundu, Vice President 
(Research) with Antique Stock 
Broking. Kundu has lowered net 
profit estimates by 18 per cent to Rs 
171.9 crore and revenues by 7 per 
cent to Rs 7,812 crore for the cur- 
rent financial year. However, he 
does add that Pantaloon will do 
better than most retailers as it has 
the maximum penetration. 

Biyani, for his part, expects the 
intensity of his competitors to reduce 
in such tough times, and points to 
that as just one of the many things 
going for him. The slowdown holds 
other advantages for the Future 
Group, too, he claims. One, falling 
real estate prices allow him to dictate 
terms to developers. For instance, 
he's now entering into revenue-shar- 
ing agreements with mall developers; 
he is willing to offer 4-5 per cent of 
revenues, which clearly is less risky 
than entering into fixed rental 
charges. What's more, “there has 
been a reduction in rentals of 10-15 
per cent in the last three months," 
says Shubhranshu Pani, Managing 
Director (Retail), Jones Lang LaSalle 
Meghraj. Biyani also points out that 
he had not signed any new proper- 
ties in the past 18 months, a period 
during which real estate prices had 
shot through the roof. 

Stability in manpower costs also 
augurs well for the Future Group; 
the wage bill is, after all, the second- 
largest cost component. Biyani also 
expects to expand margins as input 
costs of various items will reduce— 
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IS THE ONLY WAY 





BIYANI IS IN NO MOOD TO SLOW DOWN... 


© Adding retail space at a faster pace. By June 2011, he plans to reach 
24 million sq. feet of retail space, up from 8.6 million sq. feet today. 


^ ARES 
——————————————' ' iae A hen HAEE EE EE ERE a ማሞ ማሳ RE Alta nt rte PNRM AAA 


© Launching high profit margin own brands: These brands will be 
in segments ranging from toothpaste to shampoo to butter. 


p Á— ሰ ታያ APP ሌይ የሞቀ MÀ P uaa የዖ! pg دعصا‎ የወ እ — TE ne be ጐጥ BA TEADE የና SAN ATLL ላ A SHEAR AE ERT ማት EEL ሞያ ج ومس‎ SITY HANNE Ead 


€ Entering into new segments like rural retail and telecom products distribu- 
tion: "Through Aadhar we can ramp up rural retail, which is outside the 
20 per cent of the population we have been targeting so far," says Biyani. 


.. ALTHOUGH HE ISN'T AVERSE TO MAKING STRATEGIC SHIFTS 


@ Has scaled down the financial services prong of his consumption 
Strategy, specifically personal and consumer loans. 


eben Ls ላቶ IY CIE جوج‎ EER ዱም LDN ኤቶ SHAN TATE ES AA AAPA OS EE HLA مهار‎ LSS መጭ ትዎ يبمج ممم‎ PANE E SAN AL ARITA ተቀ ቸር መጢ ቅት 


© Pantaloon Retail has divested its stake in a JV for airport retail. 


2 


© "We can dilute, hive-off or sell businesses. | have no | 
emotion attached to anything,” says Biyani. 


5 di 


utensils for one—courtesy of lower 
commodities prices. He also gives 
the example of a saving of Rs 13 
crore he expects just from the plas- 
tic bags that are used in his stores as 
a result of lower crude oil prices; 
las: year this cost was Rs 65 crore. 

Cost savings are great, but a 
worry for Biyani would be debt 
he is saddled with, and the higher 
cost of it going forward. The debt- 
equity ratio of Pantaloon is already 
more than one, making further 
leverage unlikely. “Money is avail- 
able but it is expensive," agrees 
Bivani. "The value of money has 
changed." Analysts tracking the 


company expect Pantaloon Retail's 


interest cost to be around Rs 300 
crore in the current financial year. 
There are also 1.26 warrants at 
Rs 500 per share that come up for 
conversion in March 2009 while 
the stock price is at Rs 206 (Nov. 
21). *The promoters have shown 
commitment to the business in the 
past and will continue to do so," 





says Biyani. 

Clearly, one way of easing the 
financial stress is to aim for quick 
turnarounds of the losing businesses. 
And that's exactly what Biyani has 
in mind. Take, for instance, Home 
Solutions Retail, which has a net 
loss of Rs 60 crore on revenues of 
Rs 891 crore; then there's Future e- 
Commerce, which is in the red to 
the tune of Rs 9.5 crore. Biyani 
says these businesses will turnaround 
in the current financial year. 

If such reversals in fortunes don't 
happen soon, the Future Group 
may need to look at selling stakes in 
businesses to raise funds. Biyani has 
plenty to choose from. Recently, 
for instance, the group exited a 
joint venture for airport retail with 
Alpha Airport Group of the UK. 
“We can dilute, hive-off or sell 
businesses. | have no emotion at- 
tached to anything." Are the in- 
vestment bankers listening? 88 


Every now and again 

a player appears on the 
scene who will change the 
way the game is played. 





Like RBS Global Ambassador Sachin Tendulkar, we believe that actions speak 
| louder than words. That's why we've become one of the largest banks in the world 
| with a reputation for helping customers get things done. To find out how we are 

| ae the face of ጀር in India NISY www.rbs.in or call 1800 209 2345. 
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SHEKHAR GHOSH 


STOCKING UP OR 
SELLING OUT? 


Subhiksha plans Act || to capture consumer attention. But a 
credit squeeze is hampering its expansion plans. 
TEJEESH N.S. BEHL 








OSING OUT ON A FIRST-MOVER ADVANTAGE when quizzed on poor brand recall value among 
is not exactly something to crow about. customers who have also often decried the shortage of 
But it's a subject that R. Subramanian, products at Subhiksha outlets—the most recent being 
Managing Director, Subhiksha, tackles with a short supply of perishables at some of its stores. 
aplomb even as he fights an uphill battle to “Perishables (fruits and vegetables) pose certain chal- 
get the consumers to queue up at his stores. “Yes, we lenges as it is a tough business to compete in—with 
had problems with our back-end logistics,” he admits, roadside vendors who have no overheads whatsoever. 
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Yes, it has huge advantages in 
terms of generating footfalls. 
However, in some stores, the 
net benefit between the in- 
creased walk-in frequency and 
the operating cost (mainly un- 
sold scrap at the end of the day) 
may shift the logic the other 
way and so regional business 
units will take store-specific calls 
on the perishables,” he explains. 
That, of course, is a far cry from 
his earlier stated stance that 
there was no prospect of pain in 
the food business. 

Subramanian blames supply 
side logistics issues on the lack 
of technological upgradation by 
the retail chain. “Since the busi- 
ness was running on venture cap- 
ital (ICICI Venture had bought a 
38 per cent stake in March 2005 
and sold off 10 per cent this year 
to Premji Invest for Rs 230 crore), 
it was important for us to cut 
costs and so we didn’t invest too 
much in technology,” he clari- 
fies. It is only now, he adds, that 
the chain has started investing in 
technology for its back-end sup- 
ply chain solutions. 

However, this has gnawed 
at the retail chain’s market share, 
which, despite over a decade of 
operations, is languishing at 
10 per cent—a figure it achieved 
within 15 months of its launch in 
1997. It explains Subramanian’s 
decision to identify verticals that 
could be spun off as independent 
retail stores and unlock sub- 
stantial value for the retail 
chain’s top-line. 

Subhiksha Mobile, for in- 
stance, its stand-alone mobile 
retail outlets, contribute 25 per 
cent of its gross revenues. “This 
year, our mobile business 
should contribute Rs 1,000 


crore in our total revenues of Rs 4,000 crore,” 


says a hopeful Subramanian. 


Next on the cards is stand-alone outlets for FMCDs. 
“The market share development for a discount re- 
tailer is slow. It took us 15 months to get to a 


WHAT’S PLAGUING 
SUBHIKSHA 


POOR SUPPLY SIDE LOGISTICS: 
Which means empty shelves at most 
outlets with items declared out-of-stock 


——— o "——"———————-———————————————-—-^-—"-—-—————-—— 


INCONSISTENT PLANS: 

One day the company reiterates its 
intent of offering perishables, the 
next day, it backtracks 
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POOR BRAND RECALL: 
Consumers complain of lack of supplies 
and poor in-store experience 


"mo de ee ብ) ባነ ብ ብ 1 اا‎ 


REALTY COSTS: 
High realty costs have put paid to 
expansion plans—for now 


leet 5و‎ 5 5 55 5 ee ብ ባባ ው ባቹ ብ ጣጣ ብ ው عمسم‎ 


GROWTH-ONLY FOCUS: 
Focus only on quantity and not quality 
has cost it its brand value 


FE ا یا ا 5 و1 وو‎ EOE ER KKK KKK و وا وا‎ የባ ባቹ ነ ዛፍ ባሉ ፍፍ ግ TTT TT 


FUND CRUNCH: 
Lack of funds is also hampering 
expansion 


—— ............................................................ 


POOR WEB INTERFACE: 
Website still not completely developed 


Ñ 
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“Perishables pose certain 
challenges as it is a tough 
business to compete in” 


R. Subramanian. 





10 per cent market share, as the 
value of purchase is small. In 
mobiles and consumer durables, 
on the other hand, a discount 
retailer can achieve a 10 per cent 
market share within six months,” 
he points out. 

Busy wooing investors to fund 
his dreams, Subramanian’s strat- 
egy for consumer durables will be 
the store’s location, which will be 
high street rather than the im- 
mediate neighbourhood. “In 
FMCD, proximity means half an 
hour’s drive, since these are 
planned and not impulse pur- 
chases,” reasons Subramanian. 
Since his outlets are all on rented 
premises, Subramanian is seek- 
ing a grand cash flow to fund 
his expansion plans. “We had 
put a freeze on our real estate 
plans as we expect a major coi 
rection in realty prices. Normally, 
real estate prices crack at a slower 
rate, but we are expecting a 
25-35 per cent downturn within 
the next 3-4 months," he obs- 
erves. Accordingly, the compam 
says they will be shutting down 
some stores and shifting them to 
locations with lower real estate 
costs, though staff at these stores 
disclaim any knowledge of an 
impending store closure. 

Subhiksha's investment plans, 
too, have been stalled this vear 
the targeted Rs 1,000 crore in- 
vestment is now being clubbed 
with a planned Rs 500 crore one 
in the next financial year. 

Interestingly, while he's in no 
rush to cash out of the 
venture he started, Subramanian 
says he won't turn a blind eve 
to offers if they are attractive 
enough. *You don't run a busi 
ness on sentiment but on logic. 
So, while obviously a 2X valua 


tion would not be considered, something in the region 


of 10X would definitely be attractive," he says. The 


question is: who would pay 10 times the current en 
terprise value—Rs 2,300 crore—to bail out what mam 
consider a troubled ship? m 


DECEMBER 14 OUR USINFSS 


` venture capital 


J (chart مس ايد عبس‎ ሐ hee ca ኢኻ M atin አ 
ب ااام‎ — —à———  À— a? in," wa PAN ite መ ረዲ PATE 


E چیا ا خد ت وای ی لد‎ oil 207 TP uh tet 


i 
EC è 
1 r ١ 
١ 
>ም a 


ነጊ E s "a f እዳ 7 ` E-E > - ' 4 3 i £ ; : t 
"inest KC ww ee ew Dur r vê kre dx a ሰው u Ee E HAZ EB AE 


5 


ap 
8 L 
de 


ጫጭ rr DS ee ጋህ ee AA m 


illustration adapted from 
Sequoia Capital s presentation $ 
to companies 





The crash of the stock markets, coupled with the liquidity crisis, may have put 
paid to the plans of many entrepreneurs. But venture capitali sts believe that 


the present times of adversity will lead to opportun al 
Darwinian selection of the most robust new businesses. 








ities as also a brutal - 





KUSHAN MITRA AND SHALINI S. DAGAR 


HE IMAGE OF A KNIFE 

through a butchered 

pig’s head isn't a pretty 

one, but this was the 

image on the third slide 
of Sequoia Capital's presentation 
to over 100 Chief Executives of 
investee companies made on 
October 10 in Silicon Valley. 
Sequoia is as blue-chip as blue-chip 
venture capital investors can get — 
Apple, Google, Paypal, Yahoo!, 
YouTube, and Idea Cellular (among 
others) in India, are some of the 
companies that it has invested in. Its 
investment of $11 million in 
YouTube being valued at over $500 
million in two years when Google 
bought the video-sharing site is the 
stuff of legends. 

So, when Sequoia says “R.I.P 
Good Times", the venture capital 
world wakes up and takes notice— 
even 8,000 km away in Delhi, 
where, a few days after this presen- 
tation, The Indus Entrepreneurs 
(TIE), a network of entrepreneurs, 
was holding its annual summit. At a 
joint round table organised by TiE 
and Business Today, panellists ex- 
uded some amount of confidence, 
though Baring Capital's Rahul 
Bhasin warned that the bad times 
were far from over. The following 
days proved Bhasin right as global 
stock indices crashed and the venture 


capital market went into a tailspin. 


Changed Environment 
That the investment environment 


. has changed the unstated balance of 


power between venture capital 


funds and those needing funding 
is beyond question. 

Avnish Bajaj, Co-founder & 
MD, Matrix Partners, a vc firm, 
recounts how, nine months ago, 
when Matrix was scouting for a 
suitable investment opportunity, 
it zeroed in on a company requir- 
ing early growth stage equity. Bajaj 
and his colleagues tried calling the 
promoter, who did not take the 
calls, and left mails that went 
unanswered. “All we got was 10 
minutes with the finance head for 
which I flew down and we were in- 
terrupted at least five times in that 
period,” he says. 

Cut to October 2008 and the 


TROUBLE SPOTS 


According to the veterans you are in 
trouble if... 


m There have been substantial misses on 
Capital Calls at VCs Supporting yu 0. 


RA جه‎ ነቕያኤ F Ai ar 


a ‘You are not cash flow-positive . . | 
W You have not figured Qut your business - 


model 


M جم ميت‎ V he SAM Me KI eo 


m You are waiting to get ‘second or third - 
round funding | 


ROAD TO SALVATION 


"። Be conservative on: 





a Spending | 
I i Growth assumptions | 
m ! Earnings assumptions - 


ቨ Focus on quality and on customers - 


SAME OL die ዕዕ Sii ras V oa le ደሙ 


" Lower risk 


m Reduce debt - 
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scenario was completely different, 
That same promoter called i 
schedule a meeting where he: 
two-and-a-half hours with B 
team; the finance head spent twice 
that amount of time. The deal, 
however, did not materialise dee to 
the deteriorating fundamenrals of 
the business in which the com- 
pany operates. 

If this sounds drastic, then more 
of the same is in evidence on the 
valuation front. There is realism in 
the air now, especially in the private 
equity markets. However, for ven- 
ture capital, cheap valuations w were 
never the big driver for deals. ¥ 
make money because there ar 
outcomes. While nobody 
lower valuations, i itis nota b 
cern for us,” says Alok Mitt 
Canaan Partners. 


Cash is King 

The worst hit will be the marginal 
companies and those that aren't yet 
generating revenues, Kiran Konduri, 
Co-founder, askLaila, a local 
firm based in Bangalore, wh 
raised $12 million (Rs 60 . it 
current rates) last year and now is 
adequately funded for the next cot- 
ple of years, believes that ent | 
neurs without a clearly define | 
to revenue will face major prok 
lems in finding money. “The truth 
is that it is hell out there. There 
were a lot of marginal businesses in 
several sectors that got funded over 
the past few years. Today, the prob- 
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lem is that even businesses that have 
a decent idea and show good rev- 
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SATISH KAUSHIK 


enue potential may not get fund- 
ing,” he says. 

Apoorva Ruparel is one such en- 
trepreneur. The Co-founder of 
AirMe, a Bangalore-based firm that 
has developed a mobile photography 
application, has given up. “We went 
to 15-16 top-notch venture firms, 
and while many of them said: ‘great 
idea’, none of them was willing to 
put in money.” He adds that several 
other firms are desperately hunting 
for funds across the country. 

“If you are an unfunded start-up, 
or a funded one that is bleeding 
money, you will find it increasingly 
difficult to survive,” says Sanjeev 
Bikhchandani, Chief Executive 


but this is far more wide- 
. spread. All stages of | 
capital are being affected” - 


— T 







Officer, InfoEdge, which operates 
the popular job portal Naukri.com. 
“This is not about the survival of 
the fittest or the survival of the firm 
with the best idea or technology,” 
says P.V. Sahad, Editor, 


RAHUL BHASIN 
Managing Partner, Baring PE 


UU rees 


“The impact for firms tends 
to be much slower than it 
would in the capital 
markets directly, but | 
promise you it will happen, 
it is not something you can 
get away from” 


SANJIV BAJAJ 

fla Den Copal 
“Around six months ago, 
if | wanted to pick some . DEEP KALRA 
capital, it was too Founder & CEO, MakeMyInp 
expensive. Today there are ^ "think that this may 
lots of smaller players even be worse than 
who are willing to partner, 2000-01. That was 

. willing to merge, willing limited to the dot-com 
to do something with you" bubble and the burst, 





SAURABH SRIVASTAVA 
Entrepreneur and Founder, TiE 
"It is only when you 
have a lot of mess that 
there are real opportunities. 
Market entrepreneurs who 
break out of the mould 
are a better breed of 
entrepreneurs from the 
point of view of investors" 


VCCircle.com, a popular website 
that tracks the industry. “Today, it is 
all about the survival of the richest." 

In other words, cash is king; 
and only those that have it can ex- 
pect to pull through. *The simple 
plan for survival in today's envi- 
ronment is revenue, revenue and 
revenue. If you have an esoteric 
business plan with revenues due 
three years later, then change it. 
Build a sales organisation to get 
revenues today," Bikhchandani says. 


The Long Road 


K.P. Balraj, MD, Sequoia Capital, 
feels the financing environment will 
remain extremely difficult for the 


RAMAN ROY 
Chairman & MD, Quattro 


“Warren Buffett said that 
in a rising tide you don't 
know how many people are 
naked under the water. 

And today as the tide is 
going down the men and 
the boys are going to get 
separated" 





INSTITUTE OF MANAGEMENT, CHENNAI 


DISCOVER GLOBAL POTENTIAL 


Great Lakes Institute of Management, founded by Prof. Bala V. Balachandran, J.L. Kellogg — aulis AP LILIES E e pci IT 
Distinguished Professor of Accounting & Information Systems, in its fifth year | the fastest — —* 
progressing B-School in India. Great Lakes offers a one-year Post Graduate Program in 
Management that instills a global outlook enriched with cross cultural values. * 
The Edge: Application Procedure 
* One-year fast-track, residential Program. 


= High Powered Business Advisory Council comprising of prominent business 
heads like Mr. Ratan Tata, Mr. Kumarmangalam Birla, Mr. Jamshyd N. Godrej, 
Mr. Ramadorai & Mr. Narayana Murthy. 


* Academic Advisory Council comprising of leading academicians like 
Dr. Philip Kotler, Dr. Aswath Damodaran, Dr. Raghuram Rajan, 
Dr. Finn E. Kydland, Dr. Seenu Srinivasan amongst others. 


* Luminaries who have visited Great Lakes include the likes of Dr. Philip Kotler, 
Mr. Ratan Tata, Ms. Indira Nooyi, Dr. Y.V. Reddy & Dr. Eliyahu M. Goldratt. 


= 100 % Placement record since inception with companies like British Petroleum, 
Cognizant, Godrej, HCL, HSBC, Infosys, L&T, Tata Group, TCS, Wipro 
amongst others. 





MoU with: 
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Stuart School of Business 9 b Nany ang 
ILLINOIS INSTITUTE OF TECHNOLOGY Es UNIVERSITY €" Technological Universit 
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MONEY SHARMA 


next 12-18 months. “We expect to 
see several funds and companies 
close down due to lack of 
access to capital. According to our 
estimates, over 50 per cent of India- 
focussed venture funds shut down 
or exited the business in the last 
downturn. A repeat of that trend 
will have a significant negative im- 
pact on start-ups and companies 
currently in the market for vc 
financing,” he says. 

Sahad concurs. “Venture funds 
will find it increasingly difficult to 
raise money; the large pension funds 
in the Us and the large companies 
that contributed to new funds have 
seen their cash reserves decline. At 
the same time, the exit route—via 
the IPO route—has 
dried up,” he says. 

The current envi- | 
ronment is probably 
the worst in terms of | 


ARVIND SODHANI 


UVVU ia: 


Coffee Day, Bharti Telesott, 
Carzonrent, Tutorvista and oth- 
ers to look at IPOs in 2009 or 
2010,” he adds. 

[n any case, VCs are known for 
their “patient capital" so the risk of 
delayed exit is clearly a known one. 

But the coming shakeout may 
actually provide some companies 
to get into acquisition mode. 

A survivor of the 2000-01 melt- 
down, InfoEdge, which is now a 
listed company with cash in the 
bank, may actually become a white 
knight for distressed entrepreneurs 
and investors. “The right asset at the 
right price,” Bikhchandani jokes, 
before adding seriously: “For some- 
one like us, the price will be better 

in six months 
١ than it is today.” 
| Adds a Microsoft 
| India spokesper- 
| son: “We take a 


investor sentiment, | “History does repeat long-term app- 
and Balraj says it feels ^ itself and we learnt roach to our busi- 
as bad as the 1997 | from history that great | ness growth. As 
Asian currency crisis. | technologies and - | always, if and 
e environmen: is | PüWudswilwnian Tooke 
to trade sales or IPO | d es downturn. sense for our 
exits. Our sense is that | Innovation does not stop business, we will 
many IPOs will get | during slowdowns | evaluate it.” 

pushed to 2009 or jane mailto investee | Jay Vikram 
2010. In our India companies | Bakshi, Chief 


portfolio, I expect SKS, | . 
Indecomm, Applabs, / 







| Executive Off- 





.. ALOK MITTAL | 
MD, Canaan Partners | 


m 


| 

| “We make money 

| because there are great 

.. Outcomes. While nobody 
minds lower valuations, it 


IET 


icer, Digiqom, a public affairs con- 
sultancy firm, which also advises VC 
firms, believes that times are as 
bad as in 2001. “The “drag along" 
clause, which VCs incorporate in 
agreements with investee compa- 
nies to force them to sell out under 
some conditions, will pose prob- 
lems for entrepreneurs," he says. 
This is already happening. Adds 
Sahad: “At least two large online 
travel agencies and one large 
Internet firm are on the block, 
thanks to investors." However, 
with some entrepreneurs still de- 
manding high valuations and peo- 
ple like Bikhchandani not willing to 
pay exaggerated valuations, there 
has been little activity other than a 
lot of meetings. 


It Isn't All Gloom and Doom 
Not all investors are, however, wor- 
ried. Arvind Sodhani, President, 
[Intel Capital, wrote an email to all 
investee companies saying: “... We 
invested in your company because 
you demonstrated a compelling 
value proposition that should be at- 
tractive to customers even during a 
downturn. History does repeat it- 
self and we learnt from history 
that great technologies and prod- 
ucts will win in an economic 
downturn. Innovation does not 
stop during slowdowns..." 
Amitabh Saran, 
== Founder & Chief 
Executive Officer, 
BuzzInTown, a local 
| listings website in 
| which Intel Capital 
| invested earlier this 
| year, says Sodhani's 
| letter left him in good 


| spirits. “Times are 


is not a big concern for us | tough and some of 

j 5 ቲቲ j the emails from ven- 

| ` ture capital firms 

FEES ¢ doing the rounds have a very nega- 

rin d z tive tone. This email, on the other 

py : hand, was very uplifting and re-af- 
FA z firmed the company's faith in us.” 

> Bikhchandani says the biggest 


By bright ideas. 


nnovation from Bosch: Bright ideas are an everyday event at Bosch. — | 
On an average, Bosch registers 14 patents each working day. ል (C N BOSCH 
staggering achievement made possible because Bosch invests more = 

han 7.5% of its sales in research and development each year. Every Invented for life 
echnical innovation that comes from Bosch touches our lives and Is 


ruly "Invented for Life". www.boschindia.com 


or information brochure, please write to Corporate Communication, 
Bosch Limited, Hosur Road, Adugodi, Bangalore - 560 030, India 
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reason for his survival (through the 
previous meltdown), was his com- 
mitment. The committed entrepre- 
neur will come out of the crisis 
stronger than before because those 
who were in this only for valua- 
tions will drop out of the game. 
Adds Mittal: “I do not think it [5 
doomsday. Good businesses will 
still get funded. And the India story 
remains strong and secular.” 

That is evident from some recent 
announcements. Bangalore-based 
mobile value technol- — 
ogy provider TeleDNA | 
Communications re- 
cently raised $10 mil- 
lion (Rs 50 crore) from 
the Mauritius-based 
Peepul Capital. Sure, 
some of TeleDNA’s busi- 
ness plans over the next | 
few months have been 
hit by the news of the | 
expected downturn, ~ 
but that has been offset more 
than adequately. “We will get 
our new facility at a lower cost 
than our existing one. Moreover, 
we can now get new people on 
board at much better (lower) 
salaries,” says Praveen Nallapothula, 
MD & CEO TeleDNA, who is plan- 
ning to hire about 50 people. 

Then, sks Microfinance, a lead- 
ing MFI, and parabanking serv- 
ices firm Manappuram Finance, 
both companies in which 
Sequoia has invested, have 
raised $75 million (Rs 375 
crore) and $30 million (Rs 
150 crore), respectively, 
proving that it is, indeed, 
still a market for good com- 
panies. “But entrepreneurs 
will have to be prepared for ፪ 
much longer fund-raising 
cycles and lower valuations, 
given that the equity mar- 
kets have corrected by 60 per 
cent or more,” says Balraj. 

Sequoia, incidentally, does- 
n’t expect its pace of investments 
to change. With $2 billion (Rs 
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- SANJEEV BIKHCHANDANI 
. CEO, InfoEdge India 


mE 


"We could potentially 
look at buying into some 
` companies, but we 
-have to get the right 
 assetatthe right price" 


| 
1 
y | 
Vill 
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10,000 crore) capital dedicated to 
the Indian market, it is, by far, the 
largest VC in India. “Generally, we 
invest in 5-10 companies every year 
through our vc funds, and in 5-8 
larger companies through our 
growth and private equity funds, | 
do not anticipate our investment 
pace to change. We are long-term, 
patient investors and generally take 
a 5-7 year view on investments,” 
says the Sequoia MD. 

Microsoft, which has a global 
programme, 
BizSpark, to help 
entrepreneurs and 
early-stage start- 
ups, adds that 
though the vc 
community is cau- 
tious, it is still look- 
ing out for invest- 
ments in the right 
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ÁN there is bad money, 


companies. “The best thing to hap- 
pen to the India IT ecosystem is the 
proliferation of start-ups. It has ex- 
panded the industry portfolio and 
we believe this trend will fuel further 
growth in domestic IP consump- 
tion. According to the NASSCOM 
Product Study 2008, these start-ups 
have the potential to contribute up 
to $4 billion (Rs 20,000 crore) to 
the domestic IP pie over the next five 
to seven years; and from what we’ve 
seen, VCs recognise this,” the 
Microsoft spokesperson adds. 


The Importance of Plan B 
“There is need for Plan B—what 
if funding does not happen? But 
then, that is equally true in good 
times,” says Canaan’s Mittal. Thus, 
it is important to work out the sce- 
nario in terms of the revenue cycle 
and cash flow management. 
Hence, business continues, but 
not as usual. VCs are increasingly 
focussed on their existing portfo- 
lios, while entrepreneurs are revi- 
ewing their cost structures, keeping 
an eagle eye on the impact of the 
slowdown on their customers. “We 
are also working with our portfo- 
lio companies to help them post- 
pone fund-raising or achieve cash 
breakeven earlier (than planned),” 


“There is good money and 
" Says 
Sodhani, somewhat philo- 
sophically. “While times are 
difficult for venture firms, I 
do not believe that good 
| money will go away any- 
WW time soon." And, as 
NW Mittal says, that means it 
may actually be a great 
time to launch a new 
business as the com- 
petitive risk is quite low. 
The bottom line: 
mux’ Everybody will need to 
NE make sacrifices to sur- 
vive. At the end of the day, 
as they say, it's all about 
money, honey! 8 
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nna be charged? Nippo next generation chargers are here to 'Recharge your batteries’, literally. The innovative 
Ekle Charge' technology, 'Refresh' feature* and an attractive LCD display" lets you be In-Charge of unlimited fun. 


range of chargers is available in leading retail stores across India. Go get it! 
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HE OLD ELECTRICITY 

House at Santa Cruz 

(East) has been demol- 

ished, and the concrete 

foundation for a new 
building put in place. Another build- 
ing—on the same plot—will be 
demolished once the new six-storey 
building is ready. On a few 
tamarind trees within the com- 
pound, hundreds of white egrets 
perch, watching the sky darken, 
oblivious to the aircraft taking off 
from the airport across the Western 
Express Highway. 

The evening at Reliance Infra- 
structure’s headquarters in Mumbai 
is analogical of the company—build- 
ing itself a new future in infrastruc- 
ture in an economic environment 
that is gloomy. The Reliance 
Infrastructure scrip has fallen al- 
most 80 per cent in the last 11 
months. Reliance Power, in which 
the company holds 45 per cent, has 
done slightly better, dropping only 
60 per cent since listing (after con- 
sidering the bonus shares issued). 

But in the last week of October, 
at least four analysts put out buy 
recommendations on the stock. 
Bharat Parekh of psp Merrill Lynch 
(India) said the price objective 15 
Rs 1,500-Rs 1,210. Morgan 
Stanley’s Parag Gupta and Saumya 
Srivastav put a price target of Rs 
1,779. Indiabulls and Motilal Oswal, 
too, put out buys on the stock. 

Himanshu Varia, Head of 
Institutional Sales at brokerage Asit 
C. Mehta, says: “The stock has 
taken a beating because of the in- 
frastructure sector slowdown. It 
had reached a high following the 
infrastructure story in January— 
that has got corrected now. The 
scrip has also suffered as it had 
foreign institutional investors who 
held a lot of shares in this company 
and they sold.” 

The stock was moving between 
Rs 381 and Rs 540 during the three 
weeks since those reports were 
released; in January, it had crossed 
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Anil Dhirubhai Ambat 
companies, with the | 


of Bombay Suburban 
Supply (BSES), is tryin 
build itself a new future in 


difficult times. suMAN LAYAK 
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Head Wind? 
Who Cares! 


Rs 2,600 in intra-day trading. The 
company, then known as Reliance 
Energy, launched an open offer on 
March 25, 2008, and has bought 
back 73 lakh shares. 


Transformers 

So, what is the company trying to 
achieve? At the annual general meet- 
ing of shareholders on September 16 
this year, Chairman Anil Ambani 
had said that the move from power 
to infrastructure was inspired by 
the vision of his father Dhirubhai 
Ambani who believed India’s 
social independence will come only 
with good infrastructure. Lalit Jalan, 
Chief Executive Officer and Whole- 





time Director of Reliance 
Infrastructure, offers some per- 
spective: “Growth would be slow in 
power distribution. It will depend 
on state governments privatising 
their state electricity boards. That 15 
why we moved into infrastructure— 
in search of rapid growth.” 

The company sees a growth of 
at least 50-60 per cent in the EPC or 
Engineering, Procurement and 
Construction business. From be- 
ing a pure power sector player, 
Reliance Infrastructure has also en- 
tered areas like building of Special 
Economic Zones (SEZs), metro rail 
systems, roads and bridges, and 
real estate—eyeing overall annual 


Anil Ambani: 
New horizons 





INFRASTRUCTURE AND EPC 


FIVE ROAD PROJECTS: Two road projects are 75 per cent complete and are likely to 
be commissioned in January 2009, while construction has begun on the balance. 
They are likely to be commissioned by July 2010. 


MUMBAI METRO: Financial closure has been achieved. The likely commissioning is 
September 2010. 


DELHI METRO: Major contracts (Rolling Stock, Signaling, Traction and Power Supply) 
awarded, likely to be commissioned by July 2010. 


HYDERABAD REAL ESTATE (CBD): Construction is expected to begin in the next 
financial year. 


DAKC SEZ EPC: Contractors are likely to be finalised soon. The company expects to start 
construction in the next financial year and complete the first phase in the next two years. 


Source: Company data, Morgan Stanley Research 


THE MONEY TREE 


How the company is hunting for growth 


RELIANCE 
INFRASTRUCTURE 


Existing Business: Mumbai, Delhi Powe 
Distribution, 500 MW Dahanu Thermal P 
Station, 220 MW Samalkot Power Plant, 48 MW 
Goa Power Plant, 7.6 MW Wind Power ir 
Karnataka, 165 MW BSES Kerala Power 


100% Subsidiary 
Roads, Metro, Real Estate, SEZs, A 


42.5% Stake 
Power Generation, UMPPs 


100% Subsidiary 
EPC Projects 


100% Subsidiary 
Transmission Projects 


100% Subsidiary 
Energy Trading 


—— Fuel Assets - Coal Bed Methane 
Oil Blocks, Coalfield 





RELIANCE INFRASTRUCTURE 
Current EPC Order Book at $4.4 billion 


Power Project in Hissar, Haryana* 1,200 MW 
Parichha TPP, UP 500 MW 

Purulia TPP of DVC 1200 MW 

sasan UMPP 3960 MW 

Village Electrification, UP 6,715 Villages” 


WRSS Transmission Project 


Source: Company data, Morgan Stanley Resear 
*50% progress achieved; #80% villages have be 
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growth of 20 per cent. 

Subhashchand Gupta, Director 
of Operations, says a tie-up with 
China’s MCC is in place to allow 
Reliance to start building steel plants. 
He dismisses fears about the quality 
of China’s power equipment even as 
he invites them into steel. 

“You have to manage the 
Chinese companies. At any point, at 
least one of our executives is in 
China. It’s a question of how you 
handle them... We are in a state of 
constant dialogue,” says Gupta, who 
began his career at Steel Authority of 
India Ltd and did a stint at Engineers 
India before joining Reliance. 

There are more faces of the trans- 
formation. For one, the power gen- 
eration business is being separated. 
J.P. Chalasani, who was a Director of 
Reliance Infrastructure, moved to 
Reliance Power to head it. Jalan was 
at the helm of the distribution busi- 
ness before making a slow and al- 
most unnoticed transition into his 
current post. The company now re- 
tains its old power plants and is en- 
tering a host of new businesses (see 
Infrastructure and EPC). 

Gupta still supervises the power 
projects of Reliance Power that are 
being built, even though Reliance 
Infrastructure is not building all of 
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“Growth would be slow in 
power distribution. We 

moved into infrastructure 
in search of rapid growth” 


LALIT JALAN 
CEO & Whole-time Director, Reliance Infra 


them. Similarly, Senior Executive 
Vice-President for Finance and 
Accounts, Madhukar Moolwaney, 
oversees the finance function at 
Reliance Power, even though a sep- 
arate project finance team has been 
set up at the group level for all the 
companies. 


SUM OF THE PARTS 


Breakdown of the stock’s valuation. 


Power 
Distribution JVs 


Infrastructure 
SPVs 





Source: Merrill Lynch report by analyst 
Bharat Parekh dated October 23, 2008 


Jalan has ambitious plans fc 
distribution. A company team | 
making presentations to state go 
ernments across the countr) 
“Because of the work done by pr 
vate players in Delhi, power is n 
longer an election issue this yea 
Inverter sales have fallen by 80 pe 
cent," he says. “One new state ca 
add 33 per cent to our distributio 
revenues and give us 6 million ne 
consumers. Otherwise, we grow ፡ 
6-8 per cent per year," he says. Th 
company is now even offering t 
come on board as a consultant fc 
state electricity boards. 

The new story is EPC, in whic 
Reliance has an order book wort 
over Rs 20,000 crore. Gupta, wh 
had worked for the unified Relianc 
group setting up captive powe 
plants at Patalganga and Hazira, | 
today a fan of Chinese powe 
equipment. The company is buildin 
the Sasan Ultra Mega Power Proje 
for Reliance Power, among others. 
has already built the Yamunanagz 
and Hissar plants in Haryana fc 
the state government, using Chines 
equipment. 

With Reliance Power plannin 
to double capacity at Sasan an 
Krishnapattanam, there is enoug 
for the EPC group to do in-house fc 
many more years. The Chines 
equipment tie-up with Shangh: 
Electric has helped the group ge 
equipment that is cheaper than loc: 
brands, and get it without waiting 

With Reliance Infrastructure a 
ready having earned a name for itse 
because of its work on th 
Yamunanagar and Hissar project 
in Haryana, Gupta is now keen o 
building steel plants and even nucle: 
power plants. Gupta is also on 
hiring binge—the number of eng 
neers on its rolls is likely to doubl 
from 2,000 to 4,000 in a year. 

The infrastructure business ir 
cludes roads, bridges and metro rai 
It is building the Versova-Ghatkop: 
line in Mumbai and the airport lin 
in Delhi. It has bagged the Amrits: 
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AMIT KUMAR 





“At any point, at least one 
of our executives is in 
China. We are in a state of 
constant dialogue" 


SUBHASHCHAND GUPTA 
Director of Operations, Reliance Infra 


metro on a Swiss challenge basis 
where the company develops the 
project and then participates in the 
bidding process too. 

K.P. Maheswari, Head of Metro 
Business, says: “Mumbai metro will 
be commissioned by 2010 —we 
have cut the time allowed by two 
years. The Delhi airport link will 
also be ready in 2010. We are bid- 
ding for Bangalore airport link and 
Mumbai Metro Il, i.e., Charcop- 
Bandra-Mankhurd.” 


Enough Cash to Burn 
Where the company is going a little 
slow is in its real estate projects 
like the one in Hyderabad. Jalan 
says bankers’ appetite for funding 
realty is low right now and the 
company will bide its time. It is 
building an sEZ for IT in Navi 
Mumbai over 45 acres but isn’t 
looking at anything much bigger. 
“We cannot wait for 10 years to ac- 
quire land,” he says. 

Amrit Pandurangi, Executive 
Director, PricewaterhouseCoopers, 
and Head of PwC's Infrastructure 


“Mumbai metro will be 
commissioned ከሃ 2010— 
we have cut the time 
allowed by two years” 


K.P. MAHESWARI 
Head, Metro Business, Reliance Infra 


Practice, says: “Bankers will now 
look very closely at the cash flows of 
a project rather than the strength of 
the company’s balance sheet. As 
most infrastructure projects are 
executed through special purpose 
vehicles, the project’s ability to gen- 
erate cash will be important. In case 
of marginal projects, the lenders 
may provide only 60-65 per cent 
debt instead of 70-75 per cent.” 
Here, Reliance Infrastructure 
is comfortable: it has Rs 10,500 


SHARE OUTAGE 


The scrip has fallen nearly 80 per cent 
since its peak in January this year. 





Jul. 2, '07 
Figures are adjusted closing prices on BSE in Rs; Source: CMIE 
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crore of cash and a total debt oi 
Rs 4,500 crore on its balance sheet. 
giving it a lot of net liquid cash 
Says Moolwaney: “Banks are happy 
to deal with companies like us who 
can put up equity upfront quickly. In 
all the projects that we have in hand. 
we have a equity requirement of 
Rs 3,500-4,000 crore in the next 
four-to-five years”. 

Moolwaney points out that the 
company might be able to me: 
needs from the cash it gene! 
every year. "In 2007-08, our cash 
flow was around Rs 1,300 crore,’ 
he says. He says current debt is at 
around 8-8.5 per cent after includ 
ing the cost of hedging. This is at 
least 2-3 percentage points lower 
than the cost of loans bein; 
contracted today. 

Associate Reliance Power is even 
richer with almost Rs 10,000 cror: 
of net cash raised through the initial 
public offer in January. 

Satyam Agarwal, analyst 
Motilal Oswal, says there are no 


ITS 


ites 


questions about the ability of the 
management. “The worry comes 
out of the economic scenario. The 
group needs to raise Rs 90,000 crore 


through debt at a time when the 
banks are not so upbeat about : 
sector," says Agarwal, who has a 
target price of Rs 800 for the stock. 

"It is good to have the cash, bu 
the company will have to convert it 
to project equity," says Agarwa 

Agarwal also says that a Rs 
price increase in the shares of 
Reliance Power will add Rs 360 to 
the price of Reliance Infrastructure 


stock. What will keep Reliance 
Infrastructure in good health through 
the difficult period ahead will b« 
the generous cash flow that comes 


from millions of retail customers 

As long as that keeps flowing, t 
investors will remain interested 
the company. And as a spokesper: 
says: “The white egrets stay 
the company, the trees will be 
preserved, and the new design 
include them.” m 
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Sasken Chairman Rajiv Mody: “We 
foresee a future as a stand alone 
company for many more years” 


PHOTOGRAPHS BY DEEPAK G. PAWAR 
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١ otruggle 


It was among Indian IT's most promising companies, but turmoil in its 





key markets and some costly misses have plunged the Bangalore-based 
firm into a battle for survival. RAHUL SACHITANAND 


MODY, THE BELEA-‏ 1117م 

guered Founder-Chair- 

man and CEO of 

Bangalore-based Sasken 

Communication Tech- 
nologies, got yet another shock rec- 
ently. Hari Iyer, Sasken's HR Head, 
who had been with him since the 
day he had set up Sasken 20 years 
ago, had put in his papers. Over the 
past few months, Mody had seen a 
host of top managers head for the 
exit and the share price head for the 
pits even as he grappled with the 
market regulator to clear a buy- 
back and pleaded with edgy cus- 
tomers to hang on. The normally 
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even-tempered Mody finally lost 
his cool and had a furious exchange 
with his remaining managers as he 
looked for ways to reignite growth. 

Cut to late 2005, it appeared 
then that Sasken, which provides 
software services and products to 


THE SLIDE CONTINUES 


Sasken's stock price has fallen dramatically. 


— 339.8 
Jan. 1, '08 








67.75 
Nov. 17, '08 


Adjusted closing prices in Rs 


the communication industry, could 
do no wrong. On September 20 
that year, the company’s stock siz- 
zled on debut, listing at Rs 400, a 
54 per cent premium to its Rs 260 
offer price and the issue was over- 
subscribed eight times. In the next 
few months, the stock soared above 
Rs 600 and had investors scram- 
bling to get aboard. 

Three years on, one indicator 
tells all: Sasken’s stock was trad- 
ing at around Rs 60 levels in late 
November (it closed at Rs 57.20 on 
November 19, down 84.54 per 
cent from the 52-week high of 
Rs 370 it hit on April 1 this year on 


the BSE. The firm had wrapped up a 
Rs 15.5 crore share buy-back to 
try to prevent a further erosion in 
its share price. Sasken’s woes began 
in 2007, when most of its user- 
companies—mobile handset man- 
ufacturers and service providers— 
were forced into consolidation 
mode and began opting for oper- 
ating systems from the likes of 
Microsoft (Windows), Symbian, 
Apple and most recently Google 
(Android). Sasken, which was build- 
ing its own software package, found 
itself out in the cold. 


Consolidation Setting In 
“Consolidation has completely cha- 
nged the contours of the commu- 
nication market,” says Mody. And 
what a consolidation! Lenovo, 
which had partnered with Sasken to 
enter the mobile handsets market, 
suddenly decided to pull the plug 
on the project in the face of strong 
competition from existing players 
such as Nokia (incidentally, Sasken’s 
#1 customer), Samsung and Sony 
Ericsson. An initiative, called 
E series, which was to build a 
software platform for mobile 
handsets, was trashed. “We 
had spent Rs 40 crore on this 
initiative,” says Mody. CFO 
Neeta Revankar adds a touch 
wistfully: “Perhaps, we were a 
little late in this investment.” 
As competition intensified 
and the consolidation contin- 
ued, Mody tried to hang on to cus- 
tomers by selling them significant 
stakes in the company, diluting up 
to 9-10 per cent to the likes of chip- 
maker Intel, Nokia and Canadian 
Internet gear maker Nortel. But 
with user industries beset by their 
own problems (Philips’ spin-off NxP 
Semiconductors, STMicro and 
Ericsson, for example, talking about 
an alliance to build enough scale 
to survive), it was inevitable that 
Sasken also caught the virus. “Our 
customers are taking longer to dec- 
ide on projects, spending less on 
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LOSING GROUND 


Sasken’s (net) margins are under pressure. 
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PROFIT HUNTING 


Despite growing its top-line, profit growth has stuttered 
176.3 





مهمو 
e‏ 
| 








| 
w 
co 
هم‎ 
n 
= 
w 
ፌ 


135 
11.7 


131.02 


| 


11.07 
ma Revenue سس‎ PAT Figures in Rs crore Source: Company 





ON THE MOVE 
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Hari lyer/ HR Head 


Over the past few 
months, Sasken has seen 
a host of top managers 
heading for the exit. 


R&D and rationalising their (IT) ven- 
dors,” admits Mody. 


Customer Turmoil 

Nokia cashed out its investment in 
the company in the middle of this 
year and moved several projects to 
its captive centres. The flux in the 
handset market, with one-time hot- 
shot Motorola getting overshad- 





owed by Samsung and Sony 
Ericsson over the last couple of 
years, gripped Sasken also. “There 
is no certainty in the market today,” 
grumbles Revankar, adding: “We 
need to be conservative and hope 
the gloom lifts sometime soon.” 
Before that happens, Sasken will 
need to quickly find new markets to 
sustain its growth. Already the num- 
bers are looking ominous, with mar- 
gins and profitability shrinking and 
attrition soaring. Sasken’s net mar- 
gins had dropped to just 5.88 per 
cent in the second quarter of 2008- 
09, from 10 per cent a year ago. 
While this number slumped to as 
little as 2.73 per cent in the third 
quarter of last fiscal, it improved 
for three consecutive quarters before 
dropping alarmingly again. 
Revankar blames the yo-yo mar- 
gins on unpredictable forex move- 
ments. “Twelve months ago, the 
rupee was at Rs 39 to the us dollar. 
today it is Rs 49; we had hedged at 
Rs 41-42. We have decided to focus 
on the business risk and not on the 
accounting risk." 


Slumping Growth 

This bravado is unlikely to 
help Sasken tide over its cur- 
rent challenges. With the mar- 
ket worsening, the company 
reduced its growth estimates 
from 25 per cent to just 
10 per cent this year. “We 
will also focus on services 
where the revenues are more pre- 
dictable, but we hope to gain some 
royalties from some of our prod- 
ucts," says Mody. The reduction in 
growth target certainly seems to 
have caught the attention of ana- 
lysts. “The revised guidance 
implies a single-digit growth rate 
in dollar terms for H2. If the cur- 
rent environment sustains and we 
assume slight rupee appreciation 
with no major recovery in dollar 
growth, Sasken would face inc- 
reased cost pressures which could 
possibly lead to negative earnings 
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growth in FY10,” says a note issued 
by PINC Research. 

This slowing growth is also likely 
to hurt Sasken's ability to attract 
and retain the best talent in the in- 
dustry. Rated among the best com- 
panies to work for (including Br's 
employment survey), Sasken re- 
ported an attrition of 30 per cent 
for the second quarter, almost dou- 
ble the figure for frontline IT com- 
panies (15-20 per cent). What's 
worse, Sasken has lost several top 
executives, including senior mar- 
keting people like Swami Krishnan 
and Ranganathan Sundaram, and 
Us Delivery Head Santosh Xavier, 
over the past few months. 


Products in Peril 
Part of the problem for Sasken has 
been the slower-than-expected 
growth of its products business, alt- 
hough Revankar discounts this fac- 
tor. *Revenues from the products 
business are difficult to predict and 
we should not seek future trends 
from past data. The products busi- 
ness continues to be a source of dif- 
ferentiator for us and we will lever- 
age it as best as we can," she claims. 

From licensing its products to 
handset makers, semiconductor 
companies and network equipment 
manufacturers, Sasken has also 
changed its focus to royalty pay- 
ments to try to boost this flagging 
business. Sasken earned around 
Rs 7 crore in royalties in the 
second quarter of the current 
fiscal, compared with Rs 1.5 
crore in the same period of 








Neeta Revankar 
CFO, Sasken 


"There is no certainty in the 
market today. We need to be 
conservative and hope the 
gloom lifts sometime soon" 


services a tough nut to crack, as 
scale is critical and increasingly 
complex deals are being contracted 
out. Sasken itself acquired a Nokia 
development centre in Bochum, 
Germany, in February this year, 
but it may not have the financial 
muscle to pursue more such deals. 
*Sasken has just 3,500 people over- 
all and is barely adding 100-plus 
people a quarter. With just Rs 80 
crore in the bank (compared with 
Infosys’ Rs 10,000 crore, for ex- 
ample), Sasken may be hard pressed 
to compete for big deals," says a 
Wipro executive. 


Third Coming 

However, Mody isn't just looking at 
plain-vanilla and large-scale serv- 
ices dominated by the Tier-I players. 
“We now want to make a trans- 
formation to provide next genera- 
tion services around the mobile 
phone such as location-based serv- 
ices and social networking. First 


BUY-BACK BINGE 


Sasken joins an assortment of companies buying back its own 
shares and protecting their valuations. 


generation services such as ring 
tones are already extremely com- 
moditised," says Mody. Sasken is 
also building its India business, 
focussing on areas such as network 
benchmarking, in association with 
ACNielsen, and looking at mobile 
enterprise applications. “We want to 
slowly steer Sasken in a new direc- 
tion over the next 12 months,” says 
Mody. Unlike previously, when 
Sasken bought its way into new 
markets with iSoftech and Botnia, its 
lean cash position and difficulty in 
raising fresh funds also means it 
will have to use the slower, organic 
route and build these skills in-house. 

Already, some industry watchers 
question the overreliance on hand- 
sets at a time when some chipmak- 
ers such as Freescale, a Motorola 
spin-off, are actually getting out of 
the market. *We are unsure about 
the kind of visibility Sasken has 
over its revised growth rates as it is 
banking on unchanged growth in 
the handsets segment to achieve its 
guidance. Hence, a continuation of 
a sluggish economic environment 
into the next few quarters leaves 
open the possibility that clients in 
the handset segment could poten- 
tially delay decisions/spends," the 
PINC Research note warns. 

Mody, an electrical engineer, 
started Sasken from a garage in 
Freemont, California, back in 1989 
and now there are those who reckon 
Sasken's best bet may be to sell 
out, to either a large global IT 
player or in a private equity-led 
transaction. Mody retorts: 


the preceding year. Bay back M Stari Dats End Date “Sasken foresees a future as a 
To try to ensure some pre- Company price amount (2008) — (00) ^ stand alone company for many 
dictability in revenues, Sasken 215 | 161.25 | July28 | Jan.2 more years.” But Sasken—with 
is shifting from its product- us —- | لبه‎ | E : | اب“‎ 20 patents to its name and 41 
led strategy to an increasingly 300 | 6143 | ls 21 | — 20 filed for, a strong focus on a 
services-oriented one. “Sasken 350 | 4850 | Oct 13 | Aug و[‎ single industry (communica- 
doesn’t have the sales and 150 | 8 | 06:29 | Sete  tions)—may not be able to 
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LET FORTUNE TAKE YOU PLACES 


Check out a Fortune Hotel for your Leisure or Conference needs. Be it exotic locales, attractive “family friendly” 
packages or state-of-the-art Conference facilities, every detail counts. Fortune Hotels, Resorts and Inns — where 


efficient service and great value come seamlessly together for business and leisure travelers across India. 


MAKES GOOD BUSINESS SENSE 


FORTUNE 


BY WELCOMGROUP 
www.fortunehotels.in 


Call 1-800-102-2333 | Airtel), 1-800-111-333 (BSNL & MTNL ), 1-800-200-2333 (Reliance). Or contact vour travel ; 
Fortune Hotels offers a "Best Rate Guarantee". for details loo or WW hotel. in 
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WHAT'S AHEAD FO 


The economic slowdown has already impaired both performance and sentiments. But would 
domestic economic indicators to analyse what's in store. RISHI JOSHI 





Growth rate in industrial production 


Rail freight movement is slowing, ዐ፣ - 
this year has been just about half of last year |o 


indicating fewer exchange of goods bt 
producers and consumers - 
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Growth figures in per cent 


The fall in export growth is most spectacular— 


Slowing tax collections indicate the 
from over 30% to -15% in just four months 


downswing in production and presage a 
higher fiscal deficit 
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things em x ac we seen the 
rst or is the worst yet to come? 

¢ To be sure, a definitive answer is 
bit. impossible at this stage. But a few 
ght key economic indicators and global 
lew developments do point to the shape 
of things to come. Major global 
economies like Japan and Germany 
have already slipped into a reces- 
sion, and the largest of them all, 
ithe US, seems to be headed into one. 

TH 


ጮር 





. د‎ sales, one of the first to i. 
the brunt of demand depression, have slumped 


Aug 


Sales growth in per cent 


AND MORE... 


® Wealth erosion for large number 
of investors 


© Job losses certain to increase 
across sectors 


_ € Insecurity of Income and "ur will 
~ dampen ie or land | 















To India's north, export power- — - 
house China has announced a ቁ586-- 
billion plan to combat the slow- 
down. India hasn't felt the need for 
a bailout, but GDP growth has 
already tapered off to just under 7 
per cent from the heady 9 per cent 
plus levels. From New Delhi to 
Darjeeling, India shining is now 
India slowing. More Ominous than 
the speed of slowdown is its Spread. 





THE POSITIVES 


Inflation, the root cause of India's 
economic downswing, is finally cooling off 
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Foreign Direct Investment is more 
than double of last year s level, but will 
slow in the months ahead 
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Crude oil is down to a third from its peak 
and should not flare up any time soon 
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Companies were still adding fresh 
capacities till the last data count 
but the momentum will slacken 
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Following inflation s trajectory, 
interest rates too have begun to soften 


Most commodity prices are fallinp 

Bank credit offtake remains robust 
CRR cuts to alleviate liquidity cruncl 
Rupee depreciation will help exports 


Government ready to pump prime 


GDP still expected to grow at 79 
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“Shrinking exports 

reasons for the downturn in rail- 
way freight. A big part of what is 
transported is related to exports” 


A. PRASANNA 
Head of Research, ICICI Securities 


the slowdown is passing around 
the sectors. Index of industrial 
production for the month of 
August grew by just 1.3 per cent. 
Worse, from the future point of 
view, is the downswing in new in- 
vestments. This will curb job and 
income creations, which, in turn, 
will further dampen the already 
muted consumer demand. Most 
urban consumers are faced with 
the present reality of wealth ero- 
sion and imminent possibility of 
slower or no income growth. 

Did your neighbour buy that 
new car? If he did, he is the odd 
man out: The automobiles sector 
has reported negative sales in the 
Diwali month. Commercial vehi- 
cles, two wheelers and passenger 
car sales, were all down, forcing 
manufacturers to cut production or 
shut plants. Though the Finance 
Minister P. Chidambaram would 
like companies to cut prices and not 
production, India Inc. is doing ex- 
actly the opposite. On his part, 
Chidambaram has ensured no let 
up in government spending (e.g. 
pump priming) by stating that fiscal 
deficit isn’t an issue right now. 

The RBI has tried to do its bit 
too, intervening aggressively to im- 
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“As long as the RBI continues 
defending the rupee, it'll be 
difficult for banks to 
significantly lower rates" 


SACHCHIDANAND SHUKLA 
Economist, Enam Securities 





prove the cash crunch. The cash re- 
serve ratio (CRR) has been lowered by 
a cumulative 350 basis points be- 
tween October 6 and November 1. 
This will release Rs 1,40,000 crore 
into the banking system. Repo rates 
have been slashed by 150 basis 
points. But how much and how 
soon will all this help the funds flow 
if foreign institutional investors con- 
tinue to pull out of India. Then, the 
RBI's dollar sales in the open market 
may have removed more than 
Rs 50,000 crore from the banking 
system. Says Sachchidanand Shukla, 


Crisil 
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Economist, Enam Securities: “As 
long as the RBI continues defending 
the rupee, it'll be difficult for banks 
to significantly lower rates.” 

It’s not that there are no silver lin- 
ings. Reversal in the direction of in- 
flation rate, which should eventu- 
ally lead to reduction in interest 
rates, is the most significant positive 
trend. Remember, the slowdown 
started earlier this year partly due 
to the RBI’s obsession with bringing 
down the then raging inflation. Good 
monsoons have kept rural incomes 
growing and investment pipeline— 
though fast depleting—is still strong. 

So, where does the net effect of 
the negative and positive factors 
leave us? Most economists and fore- 
casts point to worsening economic 
situation for both producers and 
consumers in the months to come. 
But if the global economy doesn’t 
throw up any new surprises, the 
positives should get stronger than the 
negatives from April 2009 on- 
wards—at least for the producers 
(lower cost of capital and slower 
wage growth). But the speed of re- 
covery is most likely to be slow and 
staggered. The International 
Monetary Fund (IMF), in its 
November 2008 World Economic 
Outlook Update observes: “... fi- 
nancial conditions continue to pres- 
ent serious downside risks. The 
forceful policy responses in many 
countries have contained the risks of 
a systemic financial meltdown. 
Nonetheless, there are many rea- 
sons to remain concerned about the 
potential impact on activity of the fi- 
nancial crisis.” It estimates that the 
Indian economy will grow at just 
over 6 per cent in 2009. That is as 
slow a rate as in 2004-05. And this 
is the GDP figure. Other growth fig- 
ures that matter to us more—e.g. 
salary increments, number of jobs, 
corporate profits—may not look as 
good as the GDP. So, conserve your 
cash for the cold winter ahead and 
hope for an early spring thaw, so 
that growth can flourish again. 88 
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A complete power and automation solution from ABB has helped 


the largest aluminum refinery in Europe to increase its energy 


efficiency by 25 percent, boosting productivity at the same time. With 
research and development geared toward improving performance 
and resource conservation, we're constantly working to save energy 
and money. And the environment. 





" y 
J. 
E 


+ 


( 


| 
LIHAI 


SHOULD 


` 
1 


1 


* 
4 
5 


» n 
E 
A 


THE 


Ol 
H 


POLS ELE መሬ: ሥሥ - > 
"7 اويح ربعم عرس‎ I M DA 


ግሜ 
“ 


an) 
A NAVI ALAS OES vns 
222 መመ መወ 


E 
TRA POOR; 


RII IC 


OPI 


TIONISED INDIAN 
S FE 


| 


[ 


SKS—ONE 


RY PE 
AS 


“ee 


— D بيذ‎ 
- & 
a tat ፦ pg ዳፕ ሠ 


5 


VOLU 


^ 
4 


VE 


y rm 
pt 


^" 
4 


THE 


LPING—INDI 


-4 


$ 
ያ 


a m 
መ 
ec 
ድ፦ 
- 


AS RI 
UILDINC 


=2ጭኤ Or 

A, Br ~ 

“መው E.‏ 2 — تسوت 
“መ. መመረ 3‏ 2 


^ 


BY B 


LIN 


VIKRAM AKULA H 
it 
BRANDS IN RURAI 


E 


HE 


ያያ 
ኝ 


5 
" 


NORED 


4 


531 


on wi 


[INANC 
HAS IC 


™ 
4 


Page 104 


` 
4 


HE 


the Poor 


p. In Conversati 


ROI 


hi 
A 


MORE ON MFI 
Nancy Barry Page 112 


p Levera 
MIC 





GRAPHICS BY KULDEEP 


ONSIDER A COMPANY 
growing at a sizzling 
200 per cent and 
backed by blue chip 
venture capital investors 
from Silicon Valley—such as Sequoia 
Capital and uber vc Vinod Khosla. A firm 
that has recently raised $75 million (Rs 
366 crore) in its fourth round of financing 
in one of the worst economic downturns in 
global history, posted consistent profits 
and in just a few years attracted a valuation 
of around $400 million (Rs 2,000 crore). 

You might think that this is perhaps a 
classic tech start-up—a firm that has prob- 
ably developed the next generation “killer 
app” in a niche industry segment and one 
that might just redefine the way we go 
about doing things. 

Sort of. SKS isn’t a tech firm but one of 
India’s new breed of microfinance outfits. 
Yes, it does stand a good chance of re- 
defining the way a good chunk of India’s 
population lives and its “killer app” is noth- 
ing but a shrewd business model that farms 
out millions of loans and other services to 
the poor, enhances their livelihoods and 
makes a tidy profit for its investors and 
senior management. Founded by Vikram 
Akula, a Ph.D in Political Science from that 
bastion of free markets—the University of 
Chicago—and an ex-McKinsey hand, sks is 
firmly wedded to a for-profit model to 
tackle India’s crushing rural poverty. 

SKS has posted some spectacular growth 
numbers. Since its founding in 1998, it has 
added 3.4 million members, disbursed close 
to $1 billion (Rs 5,000 crore) in loans, es- 
tablished a 13,221 employee base and cov- 
ered over 50,000 villages in India. “We def- 
initely represent a new generation of mi- 
crofinance—one that is using a commer- 
cial approach to scale rapidly and is keen on 





not just credit but the full range of financial 
services for the poor,” says Akula. 

However, while the firm is growing 
rapidly, gobbling up as many poor rural 
clients as possible by issuing them 5,000- 
rupees loans on average, some veterans in 
the industry have become trenchant critics 
of the manner of growth that sks and its 
peers have adopted (see accompanying 
story Leveraging the Poor.) The company 
also faces significant operational challenges, 
especially in managing attrition rates 
amongst its ballooning workforce and 
ensuring that its IT backbone can keep up 
with the firm's rapid expansion. 

How exactly does sks make all this 
money for its investors? The company 
has effectively melded the Grameen ap- 
proach pioneered by Muhammad Yunus— 
the man who jump-started the microfi- 
nance industry by making small loans to 
groups of women—to a business model 
that keeps a firm eye on generating prof- 
its. This means seeking out and interacting 
with millions of individual rural poor, 
assessing their needs and brainstorming an 
entrepreneurial solution to their cash flow 
problems. The reason firms like sks are so 
popular in rural India is because the coun- 
tryside is starved of credit. Borrowing 
money means going to a local money- 
lender and seeking out a loan with an 
astronomically high interest rate—usually 
between 100-5,000 per cent. 

Consequently, the 24 per cent rate that 
SKS charges is small potatoes. However, 
the real magic behind sks’s revenue and 
profit figures is its ability to lock in a loyal, 
growing client base to which it can sell all 
manner of products in the future. “If Bill 
Gates' vision was a PC on every table, our 
vision is to get financial services on every 
doorstep in rural India," says 40-year-old 
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Vijay Mahajan/ Chairman/ BASIX 


" Vikram has taught the 
sector what is scale and 
sustainability while 

ensuring social impact" 
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Founder & Chairman Vikram Akula. A consummate 
salesman of the sks vision, Akula loves tech analogies. In 
addition to invoking Microsoft’s name a number of 
times in a conversation—not an ideal ploy considering the 
software company's reputation as a ruthless monopolist— 
Akula also loves to compare SKS to Google in an effort to 
further tease out his business model. Just as Google has 
made a fortune by becoming the gateway to the top tier 
of the consumption pyramid (affluent online consumers), 
says Akula, SKS sees itself as the Google for the bottom tier, 
namely India’s rural poor. The firm sees itself as the last 
mile solution for anyone who wants to sell anything to this 
group—a massive market that companies in India are des- 
perate to tap into. “We have the path to the pot of 
gold,” says Akula. “Everyone has approached us, from 
tractor makers to people selling colour Tvs, water puri- 
fiers and diapers. We're creating brand new markets." 
All of this is only possible if sks manages to keep its 
human resources department efficiently humming 
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needs to monitor and 
service. This is a gar- 
gantuan task, requir- 


ing an assembly line 
approach to recruit- 
ment, training and placement of personnel, not unlike 
the highly standardised distribution process of Coke or 
McDonald’s. Each loan officer that is recruited and 
trained, reports to a branch manager who in turn reports 
to a regional manager and so on. SKS has also recruited 
around 90 management graduates for senior positions 
who are all put through the same rigors as prospective 
loan officers and branch managers. For SKS to be able to 
be operationally efficient, it needs to manage its re- 
tention rates—currently 30 per cent amongst loan 
officers—and ensure that quality of staff doesn’t take a 
dip in its frantic efforts to scale up. 

When Akula enrolled in a Ph.D programme at the 
University of Chicago’s Political Science department in 
1996, the college’s free market environs must have made 
a deep impact on him. It was here that he began to seri- 
ously examine how one could devise a model for micro- 
finance firms that could achieve scale—something that had 
never been done before. He realised that a for-profit 
model in an arena of private competition was the only way 
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SKS MILESTONES 


> 1996: Akula's request for financing is turned down by major 
funders including the Ford Foundation. Akula is too young, 
inexperienced and American, they say. Akula convinces his 
mother to host tea and samosa (money raising) parties 
amongst friends and family. Eventually raises $52,000 
from 357 people. 


> 1997: Akula forms SKS as an NGO in December 
1997 and begins operations next year. 


> Aug. 2000: Pioneers SmartCard Pilot project that 
uses SmartCards at village level. It wins the CGAP 
Pro-Poor Innovation award as well as a $50,000 prize. 


$ Nov. 2001: SKS bags the Digital Partners SEL Award and a 
soft loan of $25,000. The Grameen Foundation matches the 
award. Money used to invest in technology development. 


» June 2002: With help from friend Balachander Krishna 
Murthy, Akula deploys a scaleable MIS solution, supposedly 
the first in the industry. 


> April 2002: Receives the first ever loan of Rs 5 lakh from 
Friends of Women's World Banking, India. 


> Aug.-Sept. 2002: SKS receives loans from SIDBI, its first 
commercial borrowing, worth Rs 75 lakh. 


> 2002: SKS approaches ace VC Vinod Khosla for funds, who 
says he is not yet ready to invest. Akula begins recruiting 
professional staff. 


ው Sept. 22, 2003: SKS incorporated as an NBFC. 


ሁ June 2004: SKS receives ICICI partnership loan 
of Rs 20 crore. 


» 2004-05: Akula moves back to the US. Appoints 
Sitaram Rao as the CEO till he returns. 





» Aug. 2005: SKS moves from being a non-profit organisation 
to becoming a for-profit company. 


» Last quarter 2005: SKS gets a soft loan of Rs 1 crore 
converted into equity from SIDBI fai 





> March 2006: Gets Rs 11 crore equity injection 
from Vinod Khosla, Ravi Reddy and Unitus 
Equity Fund. This is first round of equity infusion. 


> March 2007: SKS gets second round of funds to 6 
the tune of Rs 50 crore from Sequoia Capital, Unitus 
Equity Fund, Vinod Khosla, Ravi Reddy and Odyssey Capital (of 
Gokal Group from Mumbai). 


ቅ Jan. 2008: The firm gets Rs 147 crore from Silicon Valley 
Bank, Columbia Pacific and Sequoia Capital in its third 
round of financing. 


» Nov. 2008: SKS concludes the fourth round of fund raising of 
Rs. 366 crore ($75 million) from Sandstone Capital, SVB India 
Capital and Kismet Capital. This marks the largest Indian 
microfinance deal to date. 


ው Dec. 1, 2008: Akula transitions from being a CEO to 
a Chairman. 
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that microfinance firms could attract capi- 
tal, grow in size and have significant impact 
on poverty levels. In 1998, Akula roped in 
his mother towards the microfinance cause 
and the two began to hold a series of tea 
and samosa parties for friends and family in 
the hopes of attracting capital. Eventually, 
357 people coughed up $52,000 (Rs 26 
lakh) and sks was born. 

The jury is still out on whether micro- 
finance takes a dent out of poverty, but 5855 5 
numbers tell a different story. “The poor in 
India are extraordinarily resilient. They 
have a very high rate of return on capital,” 
says Akula. A 10,000-rupees loan to a 
woman who needs to buy a scale and bas- 


Selling to the Poor: SKS's Path 
to Profits for its Investors 


| und Based f Housing 
Financial Education 


Services ; 
Remittances 
| Insurance = ብ 
Fee Based i Investment 


Food (Perishables & 
Non-perishables) 
Electronics - | 
Consumer Packaged 
Goods (FMCG) 


Commercial : 
Non- f 
Financial Health 
Non- (e.g. immunisations) 
Commercial |. Disaster 
Management 





mm Already started ዘ Pilot phase m Yet to start 


kets in the hope of becoming a vegetable 
seller, nets her a 52 per cent return on her 
loan. A loan to purchase a buffalo can 
bring in a 74 per cent ROI. A tailor makes 
111 per cent and a potter makes a whop- 
ping 236 per cent on investment. The rea- 
son for these returns is because the poor 
don’t have significant infrastructure costs. 
Most poor operate from out of their homes. 
They rely on their own labour and they op- 
erate in an informal economy where taxes 
and other legal costs are not applicable. 
For all of sks’s achievements, not every- 
one is thrilled about the way in which mi- 
crofinance firms like sks have gone about 
things. “This craze around outreach with 
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very little depth and very little diversity of 
offerings is actually creating serious risk and 
certainly represents a deep opportunity 
loss in terms of what the poor want,” says 
Nancy M. Barry, formerly with the World 
Bank and also former Head of Women’s 
World Banking. She is also one of 
America’s 20 most powerful women ac- 
cording to U.S. News & World Report 
magazine. David Gibbons, a pioneer in 
the field of microfinance and head of 
Cashpor, an MFI which works amongst 
the destitute in the states of Uttar Pradesh 
and Bihar, says that initially people like him 
were delighted about the huge increase 
in client outreach. “Then it became clear 
that something else was happening. They 
started targeting upmarket poor in search 
of larger loans. Those who lived below the 
poverty line were completely ignored. 5 
Akula says that his model isn’t best suited 
for the ultra poor. Instead, philanthropic 
capital should be used to graduate the 
most destitute into a better-off segment be- 
fore they can fully benefit. 

SKS and Akula do have admirers in 
the industry, including Vijay Mahajan, 
Chairman of BASIX and a guru of India’s 
rural economic development. Mahajan 
feels that Akula has made an 
invaluable contribution to Indian 
Microfinance. “He has taught the sector 
what is scale and sustainability while 
ensuring social impact,” he says. Also, 
attracting capital is not easy, especially in 
today’s severe downturn and perhaps 
the only hope for microfinance organi- 
sations—and, therefore, a large segment 
of India's poor—is to adopt a for-profit 
model which invariably involves estab- 
lishing a large client base before more 
complex services delivery. 

In just under 10 years, Vikram Akula 
has built sks into one of the biggest brands 
in rural India. A survey that pitted SKS ver- 
sus two big financial brands—iNG and 
LIC—showed that borrowers preferred 
SKS in overwhelming numbers. Even those 
who weren't borrowers opted for SKS 
because of its reputation. “There’s no 
one else that people trust," explains Akula. 
*Everyone interested in rural India has to 
come to us. If they don't, they're out of 
the game." Words to take note of. 
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Povertys 
New Saviour 


MICROFINANCE IN INDIA HAS GROWN FAST. 
BUT HAS IT ALSO GROWN RIGHT? 


RAJIV RAO 





OVERTY HAS BECOME BIG 
business in India. So much 
so that a slew of storied ven- 
ture capital outfits and 
wealthy techies—such as 
Sequoia Capital, eBay Founder Pierre 
Omidyar and Michael Dell—who are 
more at home analysing enterprise soft- 
ware or semiconductor makers’ business 
models, have now decided to park 
some of their capital with some of 
India’s poorest people using microfi- 
nance institutions as intermediaries. 
These investors—and their MFI out- 
fits—hope that handing out small loans 
that average 5,000 rupees at a 28 per 
cent interest rate to India's impover- 
ished, will not just help their for-profit 
microfinance portfolio companies such 
as SKS turn a tidy profit, but will also 
help reduce poverty in the country. 
Billions of dollars have poured into 
poverty alleviation in India over the past 
decades—but with little effect. State 
sponsored initiatives in delivering social 
inputs like health care and education 
have proven to be profoundly ineffi- 
cient. Today, literacy levels and health 
conditions in rural India are appalling. 
Infant mortality rates are high and mal- 
nutrition is rife. Consequently, average in- 
comes in rural India have lagged se- 
verely behind urban ones during India’s 
last seven years of galloping growth, 
adding to increasing inequity between 
both segments of the population. 
Microfinance institutions say they want 
to fix this problem and are in a heated 
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Michael and Susan Dell Foundation 


race to scarf up poor clients. Industry vet- 
erans, like David Gibbons, Chariman of 
MFI Cashpor and Nancy Barry, ex-Head 
of Women's World Banking, are aghast 
at the nature of their activities. 

Microfinance institutions come in 
all sorts of shapes and sizes, but the main 
ones plying their trade in rural India are 
Self-Help Groups (SHGs) and for-profit 
MFIs. SHGs—numbering 3.4 million and 
servicing 45 million poor—are groups of 
up to 20 women who borrow directly 
from banks at a 12 per cent rate and 
then lend the money internally to mem- 
bers with additional percentage points 
tacked on. Interest income earned on 
each loan goes into a savings pool. In 
about five years, each individual from the 
group has a nice little nest egg of around 
Rs 25,000 to spend as they like. For- 
profit MFIs like sks and Spandana—only 
25 of which serve 14 million people, 
but are the fastest growing outfits 
today in microfinance—have a differ- 
ent approach. They loan out money 
using the Grameen model, within groups 
of five women or so—but the loans are 
to individuals. The group exists as a col- 
lective guarantee for the loan and if 
someone defaults, the rest of the mem- 
bers have to come up with the cash. 

A staggering 800 million of India’s 
poor are starved of formal credit and 
MFIs can be a godsend to their poor clients 
who use this cash injection to try and 
transform themselves into successful mini- 
entrepreneurs by rearing buffalos or sell- 
ing vegetables and thereby improving the 
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“This (growth) strategy 
is more about financial 
inclusion and less about 


poverty reduction” 
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A 


quality of their lives. Without them, 
the only alternative is to sell one’s 
pound of flesh to the money lender, 
who is only too happy to give out 
funds that command interest rates 
that range from 100 per cent to a 


Banking system (SHGs) 


mind-boggling 5,000 per cent, de- 
pending on the nature of the loan. By 
contrast, the 28 per cent interest rate 
that most Indian MFIs charge looks 
modest. Loans to the rural poor ne- 
cessitate knocking on the doors of 
every potential client in the hinter- 
land—not cheap, and requiring both 
a mammoth staff and the coordina- 
tion skills of an army General. 
Consequently, operating margins are a hefty 12 per cent, 
in addition to the 12 per cent cost of borrowing and 2 per 
cent float for outstanding loans. All that’s left is a slim 2 per 
cent profit margin. 

It means that large for-profit MFIs in India are forced 
to compete with each other in a desperate race to grab as 
many clients as possible—an economies-of-scale ap- 
proach—in order to make profits and keep their private 
equity backers happy. SKS, for instance, is growing at a 
stellar 200 per cent. But playing this numbers game 
means that *the most vulnerable are not clients of 
choice,” according to this year’s state of the sector report 





Total 


Total adjusted for overlap 


mm 2006-07 wm 2007-08 





اوت 
I. ,‏ 


ሰሎ፦ዛቢቪዝህ 


5-5 
حم 


መ" :" 


106 BI 


Client Outreach 


ae‏ تسوه 
አርሸ. 15,20‏ 


MFls 


E004 
EE 4.01 





a 148.06 WT. 
TE 868 


ERE sie 
54.87 





on microfinance, authored by N. 
Srinivasan, a former NABARD execu- 
tive. Poverty audits carried out for 
the report revealed just how wary 
MFIs were in dealing with the abject 
poor. “In five MFIs out of eight, the 
proportion of non-poor clients were 
more than the poor,” says the report. 
In other words, with a focus on the 
bottom line, MFIs have abandoned 
those below the poverty line and 
gone after the wealthier segments of 
poor, who can afford to take out 
bigger loans, which in turn generate 
heftier profits for the firm. 
Ultimately, “this strategy is more 
about financial inclusion and less about poverty reduc- 
tion,” says Cashpor’s David Gibbons, who works in 
rural Uttar Pradesh and Bihar amongst the most im- 
poverished segments of the poor. Instead of offering ex- 
isting clients a much needed savings programme or 
health insurance, many MFIs have simply continued dol- 
ing out 5,000-rupees loans to as many new clients as pos- 
sible. MFIs say that current laws do not allow them to act 
like a bank and take in savings, which would help them 
access and give out cheaper credit. But Srinivasan has a 
point to counter. *Have you used the best possible 
business model for each client or have you just caught 
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hold of a fellow, put Rs 5,000 in his 
pocket and moved on,” wonders 
Srinivasan. 

It makes sense that reasonably priced 
credit can be a lifesaver for the desper- 
ately poor, especially women. With the 
purchase of an inexpensive buffalo, a 
poor mother can generate a little more 
cash income and send her children to 
school. However, is everyone borrow- 
ing for entrepreneurial purposes? “An 
increase in lending to people to pump 
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haunts the microfinance industry today 
is, how effective are these small loans 
in alleviating poverty in India? Not 
very effective, thinks Aneel Karnani, 
who teaches strategy at the University 
of Michigan’s Ross School of Business. 
First, if you have too many grocery 
sellers in a village—the most com- 
mon of microfinance activities—fierce 
competition ensues and the person 
doesn’t eke out enough of a living to 
get out of poverty, says Karnani. The 


numbers up has resulted in many bor- Jayshree Vyas/ MD/ SEWA Bank small sizes of these loans *do not en- 


rowing to pay for marriages, "says 


able most borrowers to do much ex- 


Jayshree Vyas, Managing Director of "An increase in lending cept to ease liquidity problems," con- 
SEWA, an organisation of poor, self-em- 10 people to pump curs Srinivasan. Moreover, the possi- 
ployed women workers in Gujarat. numbers up has resulted bility of everyone becoming an en- 


Pigeonholing the poor as wise, frugal 
spenders, who are impervious to con- 


in many borrowing to 


trepreneur is a romantic notion—it 
results in an inefficient and fragmented 


sumerism is naive. “I’ve even seen peo- pay for marriages Š economy, says Karnani. The real ef- 
ple spending huge amounts on DJ parties  smsmmmm—se— mma: fort, he feels, should be on investing in 


in remote villages,” says Vyas. Also, 
many industry observers point out that often a poor per- 
son takes out one loan to pay for another, and, in effect 
climbs on to a “debt treadmill”. In fact, double counting 
clients is a widespread if under-reported phenomena 
amongst MFIs. 

Issues of scaling aside, the larger question that 





የማም ووه و در ووه ور وو و‎ ምም ንን ንንን አአ 


small to mid-size enterprises, which are 
the real engines of job creation. 

If that’s the case, how does one tackle endemic 
poverty? Every nation that is wealthy today with high lev- 
els of literacy and social welfare transitioned from being 
mainly a rural economy to an industrialised, urban one. 
A small percentage of highly productive farmers emerged 
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x AY C ARAMB A! Mexico's MFIs have made a killing off its poor, using shady 
x ٠ tactics, say many. India should learn from this experience. 


EXICAN MICROCREDIT INSTITUTIONS SEEM TO BE EXPERTS AT prof- 
M iting off the poor and have raised the hackles of in- 
dustry veterans, like Grameen Founder Muhammad 
Yunus. Yunus feels that a bank like Compartamos is a blot on 
the industry and likens them to a loan shark thinly disguised as 
a microfinance firm. Compartamos, which has around a million 
clients and ironically apes the Grameen model of fund dis- 
bursement, made a shocking $80 million (Rs 400 crore) in prof- 
its last year. Moreover, when the bank sold 30 per cent of its 
shares in an IPO in 2007, it raked in a cool $458 million 
(Rs 2,290 crore), $150 million (Rs 750 crore) of which went 
into investors and senior management's pockets. 

In Mexico, rates that banks like Compartamos and Azteca 
charge are unusually high—upwards of 100 per cent compared 
to 28 per cent in India. These banks say that the costs of giving 
out loans is steep hence the pricy rates, but Indian MFIs in the 
business of servicing hard-to-reach rural clients levy a much 
lower fee. Perhaps the lack of competition enables Mexican 
banks to jack up the interest. There might be other country- 
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specific cultural or economic explanations. Still, the fact is that a 
hefty 24 per cent chunk of Compartamos's interest income from 
lending activities went directly towards its profit numbers 
according to CGAP, a microfinance think tank at the World Bank 
versus a 7 per cent average for most Indian MFIs. 

Here's how Mexican banks supposedly make their money: 
Loan reps are promised 120 per cent of their salary based on 
loan growth, so there is a mad rush to sign people up regardless 
of need. Some sneakily tack on life insurance policies into a 
group's weekly payments—commissions are handed out for 
doing this. Expensive consumer electronics are widely flogged 
where low weekly payments are emphasised in ads but the very 
high financing rate isn't mentioned. Soon, some poor "clients" 
are so far behind in their ability to pay that they are forced to go 
back to a loan shark in order to pay the first loan off. While India 
is still eons behind Mexico in these kinds of shenanigans, the ab- 
sence of any kind of regulatory framework or consumer watch- 
dog group that can safeguard the poor doesn't bode well for the 
future of Indian microfinance. RAJIV RAO 
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I'll never know of all the things she's done for me. 
Just the little things. 


Saving me a seat on the bus. 
Tying my shoelaces. Taking the blame. 


Now the years have passed. But when she's around, 
I’m still the girl without a care in the world. 


She's my alibi. My punching bag. My didi. 


Your dreams are not yours alone 


Good people to bank with 
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to grow food for a country that prior to the shift had a 
large farm sector which employed a majority of the 
population. Industries hired workers and paid them far su- 
perior wages to what they would have made as farmers. 
India cannot sustain itself as a largely agrarian nation in 
its current form—most of the rural population consists of 
either agricultural labourers living in wretched conditions 
or “2-acre” farmers who struggle to keep their tiny plots 
financially afloat. Microfinance, while often proving to be 
the key in increasing the quality of life for its poor, rural 
clients, can only be a temporary, stop-gap measure, argue 
many economists. 

Moreover, MFis in India are hardly paragons of virtue. 
Irresponsible lending behaviour in the country is already 
rife, says Chuck Waterfield, who started Microfinance 
Transparency along with Grameen godfather Muhammad 
Yunus. Waterfield points out that today, almost every MFI 
in India routinely tries to understate its interest rates to its 
clients and markets its loans as costing just 15 per cent— 
which is actually 15 per cent “flat”, a loan where the prin- 
cipal amount never declines, and, therefore, is closer to an 
annualised 27 per cent rate. Many simply emphasise 
the weekly payments instead of highlighting the interest 
rate being charged. 

In the final analysis, for-profit MFIs are simply small cogs 
in the overall machinery tackling poverty alleviation in 
India. Firms like sks and Share Microfin have succeeded 
in conceptualising a whole new model for poverty alle- 
viation—a model that is transparent and sustainable—com- 
pared to the billions of dollars squandered over past 
decades through inept, state-spearheaded rural credit ini- 
tiatives. Whether these firms have made the poor better off 
or not is something for a neutral impact study to determine. 
Most industry observers feel that they have, but not by 
much. Reality is, the trade-off between scale and quality of 
coverage for an MFI will always exist in a for-profit model, 
at least in the initial stages of growth. Nervous about 
ceding ground to a client-hungry competitor, an MFI 
wants to grab as much market share as possible in order to 
secure a large client base for future products. 

However, without significant state intervention in 
areas like health and education—underwhelming to 
date—the mission of poverty alleviation in India will be 
a distant dream, regardless of the MFIs. Plus, concerns 
about MFI's profit motives aren't trite. Private equity 
investors of an MFI expect both consistent and growing 
profit numbers, as well as the capital appreciation of its 
stock. Fact is, when consistent profit and an increasing 
share price for a firm is fundamentally linked to handing 
out as many loans as possible to the most vulnerable seg- 
ment of India’s population, it seems unlikely that the so- 
cial good will play a major role in an MET's activities. 
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Life and goals: Roja wants to send her children to college 
with the money she makes from her tailoring shop. 


CASE STUDY 


HYDERABAD BLUES 


EDDADHA ROJA, 32, WANTS HER 12-YEAR-OLD DAUGHTER 
(3 to become an air hostess and her 13-year-old 

son to become an engineer. That, to her, is 
transformation—the kind of change that could propel 
her and her family into the stratosphere. 

Roja wants to ensure that her family sees life beyond 
the Fateh Nagar slum in suburban Hyderabad—a city 
that has become the epicentre of microfinance activity in 
the country. Roja is a tailor, and her husband Geddadha 
Jonah, 39, an iron welder. Unable to survive on their 
combined incomes of close to Rs 5,000, Roja became a 
member of a group of 10 borrowers of an mri and took 
out an 8,000-rupees loan in 2006. 

With the loan money, Roja bought a sewing machine 
and got it fixed to a motor, thereby substantially improving 
her output. The next year, Roja took out another loan, this 
time for Rs 10,000, which enabled her to hire another 
worker to help her in tailoring work in return for a paycheck 
based on output. The loans made a huge difference to Roja 
at the time. Her family income nearly doubled. However, 
Roja still feels that she is far short of resources, skills and 
earnings that she will need in order to realise the goals that 
she has set out for her children. 

What Roja really needs is good advice and someone 
who can guide her regarding the latest trends in the mar- 
ket. As it is, Roja is living out of rented premises, and be- 
ing evicted from rental properties is always a constant 
source of worry for the poor. She is also completely unpre- 
pared for any health-related emergencies or educational 
expenses that she might have to bear in order to send her 
children to the kind of schools that they will need to at- 
tend in order to begin the climb out of poverty. All that 
Roja can do, she says, is take out another loan for a 
sewing machine, which she can put to use to generate a 
little more income. With few options to save, invest and 
seek things beyond credit, Roja realises that any hopes of 
upward mobility today are essentially distant dreams. 


E. KUMAR SHARMA | 
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NANCY BARRY/ FOUNDER & PRESIDENT/ ENTERPRISE SOLUTIONS TO POVERTY 


“INDIA NEEDS GAME CHANGERS 
IN MICROFINANCE” 


ANCY BARRY IS THE EX-HEAD OF THE WORLD 

Bank’s Global Industry Development Group 

and former President of Women’s World 
Banking. Over the last two years, Barry has built 
Enterprise Solutions to Poverty (ESP), which 
engages industry leaders and entrepreneurs in build- 
ing inclusive growth strategies, both in India and 
other emerging markets. Forbes magazine has recog- 
nised her as one of the world’s most powerful 
women and u.s. News & World Report has dubbed 
her as one of America’s top 20 leaders. Here, Nancy 
shares her concerns about the evolution of the 
microfinance industry in India: 

The outreach that the Indian mi- 
crofinance industry has achieved, 
through both the microfinance institu- 
tions (MFis) and the Bank-Self Help 
Group (Bank-sHG) linkage model 
over the last 10 years, is impressive. 
Today, over 50 million poor women 
have access to very small loans. I 
believe this is the main accomplish- 
ment of the Indian microfinance sec- 
tor over the last 10 years. 

However, there are issues that un- 
derly this accomplishment. First, both 
India and Bangladesh have problems 
rooted in the near exclusive reliance on 
group lending. The structures built are 
yielding tiny loans to millions of poor 
women and are not being leveraged to 
provide other financial products that 
build income and assets. 

Group lending is very powerful as a “startup” 
product, particularly for poor women, because it has 
built into it an empowerment component, a com- 
munity component and a social component. The 
problem is that the SHG and Grameen-type group 
lending models have been used only to make very 
small loans. These groups involving 50 million 
poor women in India are organs that could be 
used to provide vital savings services, insurance 
services and housing finance. None of this has been 
done. The focus on microcredit—not microfi- 
nance—has been a very limited, superficial use of 
national grassroots outreach structures. 

Today, most Indian microfinance institutions are 
becoming loan dispensers, rather than financial 
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“Most foreign equity 
sources have no 
interest in supporting 
MFIs in diversifying 
their product offer- 
ings to poor clients” 


intermediaries for the poor. Part of the problem lies ` 
with the group lending model in which group | 
organisers are not comfortable making growth ori- - 
ented loans or providing a range of savings, insur- . 
ance and other financial products. Part of the prob- . 
lem also rests with the NBFC legal structure that ` 
many microfinance institutions have chosen, which ` 
does not enable MFIs to mobilise broad-based savings - 
as a service or as a source of funds. x 
As a result, MFIs have relied increasingly on for- - 
eign equity sources to fuel growth. Most of the ` 
foreign equity sources have no interest or capa- ` 
bilities in supporting MFIs in diversi- - 
fying their product offerings to poor | 
clients; rather, these sources increase ` 
the pressure on MFIs to make short- ` 
term profits by focussing on dispensing 
more small loans. So, group lending - 
business models keep the loans small, - 
and legislation, MFI capabilities and - 
the short-term profit push keep the | 
focus on microcredit. | 
Also, some of the leading MFIs have | 
moved the focus on building livelihoods to. 
a mentality of a consumer lender, asking . 
how much of the poor family's purse or — 
wallet they can gain by providing loans — 
and consumer goods. What India needs 
are some game changers in microfinance, 
not more or bigger loan dispensers, ` 
fuelled by external funding. These game ` 
changers will learn from SEWA Bank and. 
BASIX and scale up some of the positive 
lessons of these grounded organisations. | 
Enterprise Solutions to Poverty has engaged lead- . 
ing companies in India—including Tata, Reliance, - 
ፐር and Mahindra—as well as some emerging entre- ` 
preneurs—such as Fablndia, ICICI Foundation and . 
SELCO. These companies are paving the way in mo- | 
bilising large numbers of poor people as suppliers, | 
distributors and consumers of asset building prod- | 
ucts. ESP has mobilised over 150 of the leading com- | 
panies and emerging entrepreneurs of India, China, | 
Mexico, Colombia, and most recently, in Brazil and | 
Kenya. We are supporting these companies in building ` 
profitable and inclusive growth strategies geared to dou- . 
bling the income and assets of over 50 million poor 
people by 2012. AS TOLD TO E. KUMAR SHARMA | 
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management 


THE ROUTE TO 
_ DHARMACRACY ` 


—— MANAGEMENT PRACTITIONERS ARE TURNING TO THE > 
NTROSPECTIVE WISDOM OF THE BHAGAVAD GITA AND OTHER 
` INDIAN TEXTS AS AN ALTERNATIVE TO RAPACIOUS | 


CAPITALISM. i 


OME JANUARY AND VIJAY GOVINDARAJAN, 

Professor of Strategic Innovation and 

Management at Tuck School, Dartmouth, 

Us, will be in India with a group of 50 US- 

based executives. His mission? “I have 
arranged for Sadhguru Jaggi Vasudev to spend a day 
with the executives. The Sadhguru teaches spirituality. 
| want western executives to understand how spiritu- 
ality informs leadership," says Govindarajan, who 
feels there is a need to temper capitalism and individ- 
ual gains with compassion. *We celebrate individual 
financial success. But I have seen executives who are 
successful on the outside—they have multiple homes, 
fancy cars, etc.—but these same executives are not 
happy inside. Spirituality is about seeking inner peace. 
It is needed more than ever now." 
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In fact, in February this year, the Indian School of 
)usiness (ISB) set up a research centre called the Centre 
for Leadership, Innovation & Change, that, among 
other things, is looking at this area of Indian philosophy 
in management. The idea is to research deeper into it, 
and, perhaps, include it in the management course. 

Capitalism is facing a crisis—and desperately needs 
a remedy. “There are many reasons for this," says 
Govindarajan, adding that a central problem is that 
there is something rotten at the core of American cor- 
porate values—it measures success by short-term personal 
financial gains. That needs to change. 





iced Ar | 
This is where Indian philosophy, which balances the 
pursuit of wealth and material success with the mastery 


KARMA CAPITALISM 


The following are the major takeaways for 
modern management from Indian philosophy. 





of the self and the quest for inner happiness, comes in, 
offering, as it does, an alternative to the “greed is 
good” ethos that has characterised the neo-conser- 
vative economic thinking pervading the corporate cor- 
ridors of the Us and much of the western world. 
The deeply introspective, yet practical, wisdom con- 
tained in ancient Indian texts such as the Bhagavad 
Gita, Mababbarat and the Vedas also stands in stark 
contrast to the language of conquest popularised by 
management theories based on Sun Tzu's sixth cen- 


Dharma or ethical code: This is the very foundation tury BC classic, The Art of War. | 

of Indian philosophy, best exemplified by the phrase “Yato »ays T.V. Mohandas Pai, Member of the Board 

Dharmah Tato Jayah", which means “True victory comes and Director, Human Resources, Infosys Technologies: 

from righteous conduct only". "When people are in trouble, they always fall back on 
ancient wisdom to see what went wrong." 

Balance: The pursuit of artha (wealth) and kaama It is not without reason, therefore, that recently, the 

(pleasure) should be in tandem with dharma (righteous- 1585 Centre for Leadership, Innovation & Change 


ness) and moksha (liberation). Pursuit of the first two 
with no regard to the whispers of conscience leads to 
imbalance and chaos. 


organised its first international conference on “Igniting 
the Genius Within.” One of the topics discussed was 
Indian philosophy. “The idea,” says S. Ramnarayan, 


Keeping sight of the larger picture: indian Professor and Member of the Management Committee 
philosophy teaches the value of equanimity in pain of the Centre, “was to expose students and manage- 
and pleasure. Being steady, when changes around ment professionals to broader management vision 
you are large and intense, gives managers the ability and to look for integration of various perspectives.” 


to make the best decisions. 

Inclusive Capitalism 

So, what specifically does Indian philosophy offer 
that the current thought in management doesn’t? 


Focus on efforts, not results: Focus on results 
often distracts people’s attention from the goal. Results 
are not based om one person’s action alone and other 


people's efforts as well as your past actions work Says V. Krishnamurthy, former Deputy Director, BITS 
together to create the result. Pilani: “The introspective qualities of ancient Indian 
philosophy are missing in the modern materialistic cor- 

Clarity of intention: Every activity must start with porate chase. The latter is always focussed on getting 
sankalpam, the goal. Once the goal is clearly defined things accomplished (without bothering much about 
and communicated, the means will follow. the cost).” It means that the cornerstone of corporate 
59 philosophy should be something bigger than money. 
Appreciation: Leaders should appreciate others’ This is not to say that businesses should stop, or even 


works and focus on encouraging optimism. slow down, their pursuit of profits. It simply means 


that corporate leaders should adopt a more holistic ap- 


Divinity and uniqueness of every individual: proach, incorporating the interests of all stakeholders— 


Customise offerings for customers and cater to their 


unique requirements. like customers, employees, society, etc.—instead of re- 

maining focussed only on narrow shareholder value. 
Multiple perspectives: Maitri (friendship), C.K. Prahalad, Paul and Ruth McCracken 
Karuna (compassion), Mudita (sympathy) and Upeksha Distinguished University Professor of Corporate 
(abstinence) are essential leadership qualities that Strategy at the University of Michigan’s Ross Schoo! 
encourage leaders to see things from others’ perspectives. of Business, calls it Inclusive Capitalism. In this context. 


he says corporate social responsibility, so popular 
among companies and their spin meisters these days, 
is at best a transition phase for a company. “That’s 
where you learn that there is more to business than just 
profit maximisation. The final stage will be reached 
when companies realise that dealing with the im- 
poverished in the world is not something they should 
do only once in a while. The key lies in thinking dif- 
ferently about the very purpose of business,” he says. 


Self-control: When feeling all-powerful, self-control 
is essential. When feeling vulnerable, give to 

others what you want most. When you feel 
upset and angry, be kind to others. 





Humility: Another cornerstone of 
Indian philosophy, humility is 
considered one of the important 
qualities of a good leader. 
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Prasad Kaipa 
ED. Centre for Leadership, Innovation & Change, 
ISB: & CEO Adviser & Coach, Kaipa Group 


“We have to make decisions 
based on what is good for the 
customer and the community—we 
have to think from an ecosystem 
perspective” 
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C.K Prahalad 

Paul & Ruth McCracken Distinguished Professor t 
Corporate Strategy, Stephen M. Ross School of 
Business, University of Michigan 


“There is more to business than just p 


maximisation... the key is in thinking ¢ 
ferently about the purpose of business 


Vijay Govindarajan 
Professor of Strategic Innovation and 
Management at Tuck School, Dartmouth 


“We celebrate individual financial 
success... spirituality is about 
seeking inner peace. It is needed 
more than ever now” 


Back to India, Via the US 


But ISB’s initiative is not really as path breaking as it 
looks. Ironically, B-schools and management thinkers 
in India have woken up to the ancient wisdom con- 
tained in our holy books only after these ideas were em- 
braced by the West. Leading management gurus of 
Indian origin such as Govindarajan, Prahalad, Ram 
Charan and Mohanbir Sawhney, McCormick Tribune 
Foundation Professor of Technology, Kellogg Shool of 
Management, among others, have disseminated this wis- 
dom through their body of works for years now. In an 
article on the subject in 2006, BusinessWeek had 
quoted Dipak C. Jain, Dean of Kellogg School of 
Management, as saying: “When senior executives 
come to Kellogg, Wharton, Harvard, or Tuck, they are 
exposed to Indian values that are reflected in the way 
we think and articulate.” 

Business organisations have woken up to the value 
of Indian philosophy in a big way over the past six 
years, says Swami Chidananda, Joint Secretary, Rajghat 
Education Centre, Krishnamurti Foundation India. 

From a corporate perspective, we have to make de- 
cisions based on what is good for the customer and the 
community—in other words, we have to think from an 
ecosystem perspective, says Prasad Kaipa, Executive 
Director, Centre for Leadership, Innovation & Change, 
[58; and CEO Adviser & Coach, Kaipa Group. “Then, 
the Tata Group’s takeover of Corus and Jaguar-Land 
Rover and its belief that it can turn those companies 
around, have made the western world quite curious 
about Indian management approaches,” he adds. 

It is early days still, but many other B-schools are 
looking at this space. 1131 Calcutta has a management 
centre for human values, and the FMS in Delhi and some 
others are also looking at it. 
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Ethical Dharmacracy 

M. Rammohan Rao, Dean of ISB, feels Indian philoso- 
phy is relevant *because business should not just be 
about one self but about the society and the environ- 
ment it works within". 

Pai of Infosys has an interesting take on the grow- 
ing importance of Indian philosophy in management. 
“The fact is that we are Indians; so, consciously or un- 
consciously, the country's value system resonates in what 
we do." And not only does it hold true for the com- 
panies but also for individuals leading them. He cites the 
example of Infosys Chairman & Chief Mentor N.R. 
Narayana Murthy: his philosophy of simplicity, many 
will argue, is really a reflection of pan-Indian values. 

The Tata Group, which, arguably, practices in- 
clusive capitalism with greater zest than any other 
business house, is another example. Says 
Radhakrishnan Nair, Chief Human Resource Officer, 
Tata Steel: “Wealth generation is important but it 
should be kept in trust to improve the communities in 
which we live. The Parsi motto of ‘good thoughts, 
good words and good deeds’ is extremely rich in its 
effort to elevate human suffering. A true Tata person 
believes in simple living, high thinking and being gen- 
uinely affectionate.” 

According to Prahalad, the idea is to develop a 
system that places the individual at the epicentre of cor- 
porate strategy. Such a goal, though, looks unattainable 
in the short to medium term. Can it ever be reached? 
That's impossible to answer with any degree of certi- 
tude, but if it is, then India would have made a defin- 
ing contribution to management science. Says Kaipa: 
*[t may be time for what a Los Angeles Times 
reporter proposed last year—that the Us should move 
towards Dharmacracy not Democracy." 88 
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COPING WITH AN 


UNCERTAIN 











MARKET 


The market meltdown has cleaned up 
nearly 60 per cent of investor wealth. How 
are investors trying to cope with their 
` losses? We take a look. MANU KAUSHIK 


HESE ARE TRYING TIMES 
for even the most sea- 
soned investors with ex- 
posure to the stock mar- 
ket. Or are they, really? 
Business Today reached out to four 
retail investors in three cities to gauge 
their mood in the wake of the mar- 
ket crash and find out how they are 
coping. The findings are startling. 
All four are swimming in a sea of 
red—Chennai-based Rajesh Ramani, 
one of the investors profiled in this 
story, has already booked losses of 
nearly Rs 20 lakh on investments 
made since September 2007. And 
they are doing their 
own little things to 
cope—Manoj 
Gurnani of Delhi, for 
instance, has stopped 
tracking the market 
on a daily basis to 
avoid getting stressed 
by the continuous fall. 
But the one thing 





“The market has 


themselves. While someone like 
Mumbai-based Abhiraj Jalota refuses 
to blame his investment strategy for 
the mess—“I don’t want to exit these 
stocks (the ones he holds) just be- 
cause they are down. The funda- 
mentals of companies in my portfo- 
lio are still strong"—the others are 
drawing up new plans to play in the 
next uptrend. 

These investors are ready to play 
the waiting game. But this time, the 
the wait could prove to be a long 
one. Says Ashok Jainani, vP-Research, 
Khandwala Securities: “The RBI and 
the sEBI have taken several measures 
to restore stability to 
the market, but the im- 
pact of these is yet to 
be seen." 

The market crash 
has destroyed investor 
portfolios across the 
board. But, as some of 
the investor profiles 
show, it has been par- 


these four investors ticularly severe on 
aren't even thinking Shown ruthlessness those who entered the 
of is quitting the mar- towards investors market late last year 
ket. In fact, all of them with a herd mentality” or when it was at its 


have kept their faith 
in the market and 
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Client Associates 


peak in January this 
year, as well as those 
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Manoj Gurnani 


Entrepreneur, Delhi 


n astute investor, Manoj 

Gurnani, 42, is not too per- 
turbed by the sharp correction in the 
stock market. What has really helped 
him maintain composure in these dire 
times is belief in his investment strat- 
egy. "| hold shares of fundamentally- 
sound stocks so the thought of panic- 
selling didn't even occur to me. | have 
not sold a single stock; rather | have 
added small quantities over the last 
two months," says Gurnani, whose 
portfolio consists of stocks of compa- 
nies from the technology, infrastruc- 
ture, construction, engineering, 
telecom and banking sectors. 

A believer in spreading risk, 
Gurnani is also planning to invest in 
real estate in the NCR region over 
the next 6-8 months. He has also 
invested in fixed deposits (FDs) and 
insurance schemes. “| am not track- 





Abhiraj Jalota 


Investment banker, Mumbai 


eing a banker makes Abhiraj Jalota, 

47, a conservative investor by na- 
ture. “In my business, the flow of in- 
come (fees and commissions) is erratic. 
So, to meet unforeseen contingencies 
and achieve future goals, | have always 
tried to maintain a 50-50 ratio between 
debt and equity. Though, of late, the 
sliding market has skewed that ratio,” 
he says. Jalota’s equity portfolio, which 
he built last December with stocks of 
Reliance Infrastructure, Reliance Capital, 
ONGC and Jai Corp, is today down 71 


No of units 


Jalota’s Stocks 





Jai Corp 1,000 
Reliance Infrastructure. 500 
Reliance Capital 500 


ONGC 300 





E ATE 


* As on November 14, 2008 
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APP: Average Purchase Price 


INVESTMENT PHILOSOPHY: | Will not 

get out of the stock market just 
because everybody else is selling 

A sensible strategy is to hold on to 
your stocks and wait for the upside 
to give profits. 


per cent. "| don't want to exit these 
Stocks just because they are dow: 
fundamentals of companies in my port 
folio are still strong," he says, addii 
"Average is not my cup of tea. | will star 
accumulating more large-cap stock 
preferably with a 3-5 year horiz« 





APP (Rs) MoP Current * Net 
Price (Rs) Loss/Profit 

1,200 60.07 107.45 -10,92 550 
13300 Nov.07 916.6  -3,92.000 
2,200 ^ 077 573  -8,06,500 
950 Oct.'07 693.50  -1,28,500 





ከ d— rrt -ttrsasJrrassssaaaa 


ing markets on a day-to-day basis these 
days, but that doesn't mean | am miss- 
ing out on excellent bargain opportuni- 
ties. This is an ideal time for investors 
like me to slowly nibble into the market. ` 
This market offers a great opportunity to 
people who couldn't participate in the 
last bull run. Bear markets take their 
own time to recover. Over the next 9-12 
months, we can see good times start 
rolling all over again," he says. Gurnani 
is particularly hot about the telecom 


Gurnani’s Stocks No of units 





ITC 700 
Infosys Technologies 90 
ICICI Bank 150 
Engineers India 175 
Tata Teleservices 2,500 


Subhash Projects & Marketing 300 





* As on November 14, 2008 






APP: Average Purchase Price 


INVESTMENT ADVICE: This market 

offers a great opportunity to people 
who could not participate in 

the last bull run. 


sector. "| will soon start accumulating a 
couple of stocks in this space,” he says. 
Gurnani also believes that as interest 
rates begin moving south, sectors such 
as auto, realty, and banking will once 
again become prime attractions. 


APP (Rs) MoP Current * Net 
Price (Rs) Loss/Profit 
1/5 June’07 170.2 -3,360 
1,800 — ለ፲፪ 07 1,217.9 -29,105 
900 ^ ጳህ፪ 07 395.95  -75,607.5 
900 Oct.'06 386.2 -19,915 
24 Aug.06 20.19 -9,525 

58 33 


Oct. 08 -900 






Mop: Month of Purchase 
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Continued from page 118 | 
who tried to ride the volatility since 
then. Says Himanshu Kohli, 
Founder Partner, Client Associates: 
“Time and again, the market has 
shown its ruthlessness towards in- 
vestors with a herd mentality. 
Investment in equities should be 
made on the basis of one's risk pro- 
file, time horizon and financial goals, 
and never on expectations of market 
movements during a short period." 
The sharp correction over the 
past few months coupled with the 
prospects of a further fall from cur- 
rent levels and a recession-led pro- 
tracted bear phase has prompted 
many retail investors to run for cover 
and restrict their losses by pulling 
out money from stocks and investing 
it in safer, fixed-income government 
securities. But is that the right thing 
to do at this juncture? Says Jainani: 
“Tt is true that many equity investors 
have never experienced big market 
declines. But that doesn't mean that 
they should get spooked and begin to 
question their investment strategies. 
Retail investors should not pull out 
from the market at this juncture. In 
fact, it is a good opportunity to buy 
good stocks at lower levels." 
Experts also caution against sig- 
nificant changes in asset allocation 
during a market crash. Most investor 
portfolios are typically made up of 
25 per cent equity, 60 per cent debt 
and 15 per cent liquid money. But 
with the Sensex down nearly 60 per 





"Retail investors 
should not pull out 
from the market at 
this juncture" 


Ashok Jainani 
Khandwala Securities 


120 BUSINESS TODAY DECEMBER 14 2008 | 


Rajesh Ramani 


Consultant, Chennai 


he last leg of the bull run proved to 
1. a perfect trap for 38-year-old 
Rajesh Ramani, who has booked losses 
of nearly Rs 20 lakh on his investments 
made since September 2007. He in- 
vested Rs 30.91 lakh in September 
last year and March this year, in shares 
of HUL, ITC, Reliance Industries, VSNL 
and Tata Steel, hoping to earn 20 per 
cent returns over a one-year period. “As 
the economy was doing well and every- 
thing was looking rosy, the return 
potential in equities was quite com- 
pelling then,” says Ramani. 

When the July meltdown bat- 
tered his portfolio, his brokerage 
made him buy future contracts of 
Arvind Mills, India Cements, 
Reliance Industries and VSNL to off- 
set his losses in the cash market. 


Ramani’s Stocks No of units APP (Rs) 
Reliance Industries 450 2275 
VSNL 350 502 
Tata Steel 600 780 
HUL 3,200 243 


ITC 3,200 
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* As on Novemb 


4, 2008 








But that proved an even bigger 

disaster, causing him a loss of 

Rs 13.25 lakh in the F&O alone. 
But Ramani's belief in the market 

remains intact. “| have learned that 

patience does pay in the stock mar- 


INVESTMENT ADVICE: Stock 
market investing is a long-term 
game—a minimum of 3-5 years. 
In future, | am going to take 
informed decisions and 

stay invested for the long term. 


ket." He wants to make a comeback 
into the markets by March next year. 
And he already has his plans worked 
out. "Stocks such as Punj Lloyd, L&T, 
BHEL, and Deepak Fertilisers & 
Petrochemicals are expected to gain 
over the long-term period," he shares. 





MoP Exit Price Selling Net 

Date — Loss/Profit 

Mar'08 1,619 580058 -0 

Mar.'08 452 Sept. 08 -17,500 

Mar.'08 450  Sept'08 -1,98,000 

Sept'07 221  Sept'OB -70,400 
183 08 


-60,800 


Mop: Month of Purchase 
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NISHIKANT GAMRE 


Ravindra Mehta, cro, 


Maharashtra Power Transmission 
Structures, Mumbai 


seasoned equity investor, Ravindra 

Mehta, 42, is not one to get bogged 
down by the market meltdown. |በ fact, 
he has been busy cherry picking. It's 
not as though Mehta has not been hurt 
by the market crash. “Compared to last 
year, my portfolio is down by more than 
50 per cent, but most stocks are still 
trading above the cost of acquisition,” 
says Mehta, who has Hindalco, Tata 
Motors, ONGC and Reliance Industries in 
his portfolio. He has recently added 
stocks such as Nagarjuna Construction, 
GVK Power & Infrastructure and 
Hindustan Construction. "| expect in- 
vestments in infrastructure stocks to 


generate 25-30 per cent returns over 


Mehta's Stocks No of units 


Reliance Industries 200 
Hindalco 1,000 
Tata Motors 800 
ONGC 300 
Nagarjuna Construction 2,000 


GVK Power & Infrastructure 5,000 
Hindu 
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APP (Rs) 


the next one year,” he says. Besides, 
Mehta also sees huge upside potential in 
base metal and pharma stocks. “A com- 
bination of both mid- and large-cap 
pharma stocks can easily give returns in 
excess of 30 per cent over the next 1-1.5 
years,” he says. A chartered accountant 
by training, Mehta never takes advices 
from his brokers. “| know my needs 
and goals very well. | don’t think anybody 
can grow my money better than | can 
do,” he says with an air of confidence. 


INVESTMENT ADVICE: A combination 
of both mid- and large-cap 
pharma stocks can easily give 
returns in excess of 30 per cent 
over the next 1-1.5 years. 





Current * 

Price (Rs) 
285 Nov.'03 1,148.55 0 
110 እዐህ. 00 566 -53,400 
150 እዐህ. 06 13695 -10,440 
650 0 693.55 13,065 
60 ዐር 08 60.05 100 
11 Oct.'08 16.07 25,390 


Oct.'08 49.9 
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cent since January, the equity com- 
ponent in such portfolios are likely to 
be down to 10 per cent of the total 
value. “In such cases, an investor 
should try and stick to the original as- 
set allocation. This can be done by in- 
creasing the exposure towards equity 
by 5 per cent in every quarter.” 


INVESTORS’ TOOLKIT 


This is precisely the time that you 
should hold your nerves and go about 
re-balancing your portfolio to set you 
up for the next economic upturn. 


፳ RE-JIG ASSETS. Look at the current 


percentage of your assets in stocks, 
bonds, mutual funds, real estate and 
other precious metals or even cash. 
This is the first step in assessing 
how to allocate your assets to get a 


- maximum return on your 
overall portfolio. 





& REVIEW RISK APPETITE. If your risk 
appetite has reduced in the last few 
` months, think again. Unless you are 
` nearing retirement age, there's no 


need to shy away from stocks that 
are at rock bottom valuations. 
Allocate more towards stocks, but 


reduce exposure to volatile stocks. 





፳ BOND WITH GAINS. Debt is getting 


attractive with higher yields, but the 
debt market has shown that it can 
be vulnerable to credit risks. Go for 
the safer short- or long-term gilt 
funds that invest predominantly 

in government securities. 

Avoid churning. 





፳ DON'T OVERDO CASH. Cash is good 


during hard times, but you may 


` forego returns in the short term. 


Make sure your cash is invested in, 
say, liquid plus funds, so you | 
can withdraw it quickly in case a 
good buying opportunity comes up. 





w PATIENCE VERSUS PANIC. This market 
` is all about being patient and 


` keeping an eye out for the best 
bargains. This is just the right 
environment where calm and patient 
investors make their wealth. 


You do the math. ዳ 


Nortel data network solutions are up to 
40% more energy efficient than Cisc 


- Numbers like that can add up to massive. 
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Living Frugally 








After a prolonged period of good times, it is time to 


tighten your purse strings. B7 tells how. N. MADHAVAN 


“He who does not economise will 
have to agonise" 
Confucius 


HE NEED TO LIVE WITHIN OUR 

means and save for the fu- 

ture is something that is im- 
bibed into us from early stages of 
our lives. It is just that a prolonged 
period of good times has made us a 
little lackadaisical when it comes 
to controlling our spending. Chinese 
philosopher Confucius' words are 
all the more relevant today as clouds 
of uncertainty hang over our fu- 
ture. For some, this means a possi- 
ble job loss. For many, a pay hike 
next year that may, at best, match 
the rate of inflation, if not lower. 
While we are not facing a doomsday 
scenario, time has clearly come for 
us to revisit our expenses. Like how 
a lean company survives downturn 
the best, a family that controls its 
spending handles a difficult time 
without having to significantly com- 
promise its living standards. 
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CAR USAGE 


While the situation 
| is not bad enough 
for you to sell your 
car and take public 
transport, restrict- 
ing the usage of car could well be a 
good option. Car pooling among 
colleagues who live in the same loc- 
ality can actually bring about sig- 
nificant savings. Assuming your off- 
ice is about 15 km away and you 
decide to go with your friend (and 
take him) three times a week, you 
will be surprised that the ensuing 
savings is about Rs 2,000 a month. 
If you have a driver, you may well 
consider using him part-time, thus 
saving another Rs 3,000 or so. 
Reducing the car usage also low- 
ers possible repair costs. 


INTEREST CHARGES 


Time is not right yet to swap a 
housing loan as interest rates are set 
to fall. Wait for it to happen and 
swap your loan if your interest (fixed 








or floating) is higher 
than what other 
banks offer. In the 
interim, you can 
prepay part of the 
loan (if you are sit- 
ting on some cash) so as to bring 
your interest outgo to Rs 1.50 lakh 
(the amount up to which tax 
breaks are available). Depending 
on the amount of prepayment, 
your EMI will also reduce. Also, if 
you have piled up huge credit card 
debts, convert them to personal 
loans at a saner rate of interest. 


EATING OUT 





For many, weekend 
outing has become 
a habit—be it a visit 
to a restaurant, pub 
or movie theatre. It 
typically costs a 
minimum of Rs 2,000 (a lot more if 
you take your friends for a drink) a 
week and may total up to even Rs 
10,000 a month. Weekends can be 


UVAUVS NIWNVH 


fun at home, too, with friends and 
home cooked food. Try experienc- 
ing it. This also brings about signif- 
icant savings. 


IMPULSIVE PURCHASES 


How many times 
have we purchased 
something that we 
regret buying soon 
thereafter. It could 
well be a new mo- 
bile phone, a costly watch, jew- 
ellery, dress, DvDs etc. When the 
going is good, it is okay to listen to 











your heart. But when things get dif- 
ficult, it is time to listen to the mind. 
Before every major purchase, ask 
the question: Do I really need it? 
You will be surprised that an affir- 
mative answer to this question is 
quite rare. 
CREDIT CARD USAGE 
A credit card itself 
is not evil, if man- 
aged properly. 
Using it in lieu of 
ካሪ cash and paying 
the dues in full at 
the end of the statement period is 
actually beneficial. But if you are a 
chronic overspender, it makes sense 
to leave the credit cards at home. 
Debit cards are a better option as 
one cannot buy more than the cash 
available at bank. 
VACATION : 
Better planning W [- Y 
cuts vacation costs. 
Many websites of- | 
fer excellent travel 


and accommodation deals. Don't 
choose packaged tours as the op- 
erators typically charge a premium 
for organising it. Also, travel off- 
season. 


GROCERIES 

"Beware of little ex- 
penses. A small leak 
will sink a great 
ship," Benjamin 
Franklin once said. 
Groceries fit into this category. 
Savings per item may be small but 
sum total of all of them will be sig- 
nificant. Some intelligent shopping 
will help. Do not blindly go to your 
favourite supermarket and pick your 
favourite brands. Look around for 
best deals. With demand slowing, 
retail majors will offer attractive 
schemes to attract customers. Also, 
not so popular but quality brands 
may offer attractive discounts. 


COMMUNICATION COSTS 


Not always does 
one's cellphone 
plan matches his 
usage pattern. For 
instance, you may 
be an SMS freak 
sending over 1,000 sMses a month 
but may not be aware that there 
are plans which offer unlimited 
SMS for a fee of just Rs 75 per 
month! Same goes for the land- 
line at home. In fact, if every one 
at home has a mobile, you can 
even consider giving up the land- 
line. Broadband plans, too, need 
check. You may be a rare surfer of 
the net at home but would be on a 








THE ARTFUL SAVER 


5 to tide through the 
Sen 


Create a notebook to record 
all your daily spending 
requirements 


2 Note down where you could 
& cut back your expenses such 
as entertainment and 
eating out 


Determine how much you 
need for each activity and 
set a limit to your expenses 


4 Rethink entertainment. 

Instead of going out for the 
movies, hire a DVD and 
enjoy it at home 


5 Shopping can be fun as well 
J as cheap when there's 
a sale, look for them actively. 


broadband connection that offers 
unlimited download costing over 
Rs 1,000. By switching to a plan 
that suits your use, you can save 
over Rs 750 per month. 

Even small steps like taking 
lunch to office (saves around 
Rs 2,000 a month) or keeping 
birthday parties at home instead of 
a restaurant also cut our expenses. 
If you manage to save even 
Rs 10,000 a month in the afore- 
mentioned ways, congratulations! 
You have just given yourself a tax 
free hike of Rs 10,000 a month. 
Remember: every rupee saved is a 
rupee earned. 














Courtesy: Money Today 


RAMEN SARKAR 




















፳ STAYING AFLOAT 








HYDERABAD-BASED RETAIL CHAIN 
was frantically looking for its head 
of HR two months ago. Two weeks 
ago, the same company suspended 
the position. Faced with an eco- 
nomic downturn, the company is tightening its 
belt. “The suspension of the position is a 
function of caution,” says the head of the 
search firm that had the mandate to hire for 
the position. This retail firm is not very sure 
of its expansion plans. The company is, 
though, going ahead with its plans to 
hire a CIO and a sizeable workforce 
at the entry level that’s needed 
to run its operations. This is 
just one instance of change 
in hiring strategy among 
companies. While there 
is no blanket freeze, 
every vacancy is being 






















From [alent Crunch 
to Cash Crunch 


As corporate India goes through this fundamental shift, how is 
it impacting the job market? One hint: downsizing isn’t the key 
objective, at least not as yet. SAUMYA BHATTACHARYA 


reviewed for its immediate justification. 

A software services major has decided to do 
more with less. From the heady days (which is 
just six months ago) of a hiring philosophy that 
said “if a candidate is good and there is no 
post, we will still hire”, the company has hit a 
hiring reality check in the form of “only the 
bill-able resource gets hired”. At the same 
company, a 30-something project manager 

now finds himself working on a project 

involving 200 people instead of 50-people 

team he was handling earlier. 

Corporate India has swung from a 
situation of talent crunch to cash 

crunch and has swung so quite sud- 


denly. What does this change mean 
for you? 










Companies Are Looking to 
Shed Excess Weight, 
But the Right Kind of Weight 


At Maruti Suzuki offices in Gurgaon, a bunch 
of 20-odd managers get together with the 
top management for what is called “infor- 
mal tea group meeting”. Earlier, these meet- 
ings used to happen once in two months 
without any specific agenda. Now they take 
place once every 15 days and with one clear 











SKILLS OF THE MOMENT 

ል Ability to adapt to a changing environment quickly 
ል Ability to cut the frills and manage cost better 
ል Cross-functional exposure to develop multi-skills — 
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agenda: the company’s strategy 
from now to March 2009. “It’s 
part of our retention strategy. We 
are re-enforcing internal commu- 
nication in a big way to keep up 
the morale of our employees amid 
the overall negative sentiment,” 
says S.Y. Siddiqui, Managing 
Executive Officer (HR, Finance and 
IT) for Maruti Suzuki India. Hiring 
is as per our plans and there is no 
downsizing, says Siddiqui. 

Companies such as Maruti 
have enhanced their internal com- 
munication as part of their reten- 
tion strategy. “You cannot afford 
to demoralise your good per- 
formers. When the business re- 
covers, companies will need 
them,” says E. Balaji, Chief 
Executive Officer, Ma Foi 
Management Consultants. 

So, just as companies are try- 
ing to get rid of excess staff, they 
are placing equal emphasis on re- 
taining the “right” staff. This is 
because getting rid of key peo- 
ple in a bad market will be a dou- 
ble whammy. 

Right-staffing is happening be- 
cause there is a much sharper focus 
on differentiating high performers 
from others. “Years of hyper 
growth have resulted in a culture 
where mediocrity sometimes flour- 
ished. Here is an opportunity for 
companies to bring performance 
orientation back into managing 
their human capital,” says Padmaja 
Alaganandan, Business Head- 
Human Capital for Mercer. 

In times of economic uncer- 
tainty, as is seen today, employees 
are anxious about the future and 
feel that opportunities for 
advancing their careers in a par- 
ticular company or industry are 
limited. “Therefore, the main 
challenges from a Talent 
Management perspective are re- 
tention of key talent and ‘right- 
staffing’, says Tanuj Kapilashrami, 
Head, HR, HSBC India. 

Some HR experts also stress 





“The focus earlier was 
growth and now, it is 
profitability. Employees 
will do themselves good to 
understand that these two 
require different 
competencies” 


Aja jay Soni, Business Leader-Organisation 
Talent Consulting, Hewitt Associates 





that the slowdown is not going 
to reduce the demand for high 
performers. This is because in 
times of overall negative senti- 
ment, talent is a big differentiator. 
“When organisations are swim- 
ming against the current, they 
need the horsepower of the tal- 
ent,” says Ajay Soni, Business 
Leader-Organisation and Talent 
Consulting, Hewitt Associates. 
Subsequently, retention of the key 
talent becomes the key. 

For HSBC, talent management 
is a long-term investment and 
while the returns are realised at 
regular intervals, the investment 
has to be continuous, irrespec- 
tive of the economic cycle. “It 
takes the brightest to grow the 
organisation when the going is 
good, and it is the same bright 
lot that will see an organisation 
through the tough times,” adds 
Kapilashrami. In the current en- 
vironment, there is a slowdown in 
hiring across the board in India 
and the projected increase in the 
next few months for HSBC will 
be 4-5 per cent, she says. 


Mit skill Is Good, But 


ulti Ee Is 
Even Better 


While retention of talent is in focus, 
organisations are giving undivided at- 
tention to three factors—produc- 
tivity and efficiency; getting the best 
of cost incurred; and optimum use 
of the assets. The key for employees 
is to see how they can contribute to 
each of these and be ready for the 
domino effect of organisations tight- 
ening their belts. Be prepared for 
most of your salary increment be- 
coming inflation-hedged. Anything 
that will add to the cost and has no 
direct link to revenue generation 
will be postponed. But this also 
means employees who are in client 
facing roles are in relatively safer 
position and better insulated from 
the downturn compared to em- 
ployees in support function roles. 
The mantra for now is adapt and 
tweak your skill set as per the new 
requirements and, while you are at 
it, multi-skill, say HR heads. 

At Pantaloon Retail, there is no 
change in the way talent is being 
managed. But, Sanjay Jog, Chief 
People Officer, Future Group, wants 
his workforce to acquire a new skill- 
set. This is because before slowdown 
became a reality, Pantaloon Retail 
started a process nine months ago 
with the objective of optimising its 
costs. This was done with the help of 
introducing technology in merchan- 
dising management. As a result of this 
technology, information on inventory 
etc. will be available faster and more 
easily. Subsequently, people will have 
to start planning faster. *Planning 
as a competency is hot at the mo- 
ment in our company as this system 
is being completely implemented by 
November-end,” says Jog. 

Maruti Suzuki has also intro- 
duced a specific training activity 
prompted by the slowdown a 
month or two ago. The objective of 
this training in value analysis and 
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“Planning as a 
competency is hot at the 


moment in our company” 


Sanjay Jog 
Chief People Officer, Future Group 





value engineering is imparting train- 
ing to be more cost-effective. “The 
focus earlier was growth and now, 
it is profitability. Employees will 
do themselves good to understand 
that these two require different 
competencies,” says Hewitt’s Soni. 

So, what are these different 
skillsets? The growth phase was 
about creating new opportunities 
and meeting customer demands. 
That required a lot of innovation. 





_ “Weare re-enforcing 
Internal communication in a 


big way to keep up morale” 


S.Y. Siddiqui, Managing Executive Officer, 
HR, Finance & IT, Maruti Suzuki India 





Now is the time to cut frills, manage 
costs better and enhance customer 
satisfaction. “Adaptability will keep 
you ahead of the curve,” adds Soni. 


Even in This Market 
There Are Hot Sectors 
for Hiring 


At the moment, India Inc. is in 
wait-n-watch mode, but some sec- 
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tors are looking up in terms of 
hiring. “In the current and next 
quarter, hiring across pharma, 
healthcare and life science prom- 
ises to be good while recruitment 
in education and energy will be 
reasonably OK,” says Ma Foi's 
Balaji. Agrees Naresh Malhan, 
MD, Manpower India. Legal 
process outsourcing will continue 
to grow; health and pharma will 
continue to look promising, he 
says. There's more good news for 
domain specialists in technology 
and other niche areas. Domain 
specialists across sectors will still 
call the shots. 

For organisations looking at 
strengthening their DNA, this is 
the time to hire the right talent 
at the right cost. *For smart 
organisations, now is the time to 
build leadership pipeline,’ 
Hewitt's Soni. 

For smart employees, now is 
the time to enhance their roles in 
their organisation. Says Gangapriya 
Chakraverti, Business Leader, 
Information Product Solutions 
business, Mercer Consulting 
(India): *Employees are key stake- 
holders of any company and have 
been a part of the success story 
till now, so at a time when chips 
are down for the business, em- 
ployees need to support the or- 
ganisation. Tough times can make 
companies and their employees 
stronger for the future." m 


says 
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REAL ESTATE 


The Ground Reality 


Apartment visited: 
Eldeco Utopia 


Listed price: 


Area: 
sq. ft 


Price after bargain: 








BT reporters go incognito across five cities to find out what's the 
best deal your money can buy against a developer's listed price. 


Noida 


NOVEMBER 15, 2008 
TEJEESH N.S. BEHL 


OUSE HUNTING IN THE NCR IS AKIN TO A PICNIC— 

take the day off and visit several properties and 

property dealers, haggle till your tongue drops 
off and then haggle some more. My first stop: Eldeco 
Utopia in Noida’s Sector 93, just off the Expressway. 
Inside the on-site marketing office, I quickly get down 
to business: that I am a bona fide house hunter looking 
for a minimum three-bedroom apartment. 

The sales officer offers me three-bedroom plus ser- 
vant room units that are ready-to-move-in. 1 cut directly 
to the chase: damages. “Rs 1.24 crore is the basic sales 
price (BSP), plus extra charges like car parking, preferential 
location charges (PLO), etc.,” he says. This, for a 2,150 sq. 
feet apartment (Super Area)—which would work out to 
approximately 1,500 square feet carpet area. 

While a down payment would fetch me an 8 per 
cent discount (a teaser, as I discover later), install- 
ments make me eligible for only 4 per cent. “Rs 1.24 
crore 15 a bit on the higher side,” 1 tell him, especially 
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since I figure that apart from the Expressway, there’s 
not much this apartment can boast of. No nearby 
provision stores or markets, no easily available trans- 
portation, no education or medical facilities, 1 argue. 
He responds with future prospects and valuations—I 
stick to the present. He throws in another 4 per 
cent—I am now up at 12 per cent discount and hun- 
gry for more. “What's your offer?” he queries. 1 quote 
Rs 80 lakh. He baulks, but adds another 4 per cent to 


If you are willing to write a cheque right 
now, the developers could negotiate 
something to your liking 


the discount basket—making me richer by 16 per 
cent. Round it off to 20 per cent, I suggest. Clearly, he’s 
a little weary now and hesitatingly accepts. It’s not 
much, but it’s a start. 

Next halt, the under-construction Omaxe Grand 
Woods and Omaxe Forest Spa, also in Sector 93. 
The company’s already discounted the listed price of 
Rs 7,100 per sq. feet for a 2,900 sq. feet three bedroom 
apartment at Forest Spa by Rs 900 per sq. feet. “If you 


ዝኛ]ነላበዝዣ[ሃዝ 


opt for a down payment, there’s a further rebate of 10 
per cent,” informs the smooth-talking company rep- 
resentative. A price of Rs 5,58 per sq. feet even before 
I start talking. Greedy, I push for more. He needs au- 
thorisation from company for more. At the Omaxe 
Twin Towers, in Noida’s Sector 50, a three-bedroom 
plus servant room 2,150 sq. feet apartment is offered 
for Rs 4,950 per square feet—a measly discount of 10 
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example of an idiot-proof city—with little by way 
of signages and infrastructure, it ensures that idiots 
and directionally challenged people stay away. 
Searching for DLF Royalton, I manage to chance upon 
the nearing-completion Connoisseur Apartments in 
Sector 43, right next to the Gold Souk. The 2,500 sq. 
feet four-bedroom apartments, as I learn, come with an 
asking price of Rs 6,400 per sq. feet—and I am offered 
an all-inclusive price of Rs 1.65 crore. Sure, it in- 
cludes all woodwork, modular kitchen and air-con- 
ditioning, but the eight figure digit is way too much, I 
reason with the company's representative. It’s a sign of 
the times that realtors are amenable to prices sug- 
gested by customers—he suggests a discussion on the 
price. While I start with Rs 1.1 crore, he responds with 
Rs 1.55 crore. I quote Rs 1.3 crore—he suggests a tele- 
conference with his MD Anil Sharma, who's unwilling 
to go below Rs 1.4 crore. 

Fobbing them off, I head towards DLF’s Royalton 
Towers where a software firm owner, probably singed 
by the heat of the meltdown, wants to get rid of his four- 
bedroom 3,900 sq. feet apartment. His asking price: Rs 
6,000 per sq. feet. It's probably been bought as an in- 
vestment, so you could negotiate, suggests the broker. 
I check a few other properties—Vipul's Belmonte on 
Golf Course Road, where a four-bedroom 4,100 sq. feet 
apartment is quoting at Rs 5,800 per sq. feet, DLF’s 
Belaire, launched at Rs 6,000 per sq. feet for a four- 
bedroom 3,200 sq. feet apartment, fell to Rs 5,600 
per sq. feet and has stabilised at Rs 5,800 per sq. feet. 

I check into a local real estate consultancy, Temple 
Estate and Securities and get talking to Anant Bawa, 
CEO, Gurgaon-Residential. There's been a softening, he 
confirms, but only to the extent of Rs 100-200 per sq. 
feet in most cases with a few exceptions like the 
Ridgewood Estate where a three-bedroom 1,400 sq. 
feet apartment went for Rs 76 lakh vis-à-vis an asking 
price of Rs 84 lakh a few months back. He suggests if 
my budget is in the region of Rs 4,000 per sq. feet, I 


"5 EL DORADO, GURGAON, IS A LIVING 


per cent. 1 protest and gingerly he reaches out to his cal- 
culator and punches in a few numbers. Rs 4,851 per sq. 
feet, he comes back. I push for more—and the outcome 
is Rs 4,800 per sq. feet. I know there’s more juice left 
and the company representative confirms it with his 
parting shot: “If you are willing to write a cheque right 
now, we could negotiate something to your liking.” | 
smile—mission nearly accomplished. 










Price after bargain iE 
Rs 1.4 crore. 


x 1 





should probably look at apartments on Sohna Road. 

As I make my way out of his office, his sales ex- 
ecutive motions me aside. “If you're willing to wait for 
a month, I can assure you prices around this part 
(DLF Phase 4 and 5) will be down by another 
Rs 1,000-1,200 per sq. feet," he informs. My Gurgaon 
trip hasn't gone waste after all! 


It’s a sign of the times that realtors are 
amenable to prices suggested by 
customers and open to bargaining 
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bt reporter’s diary 


Kolkata 


NOVEMBER 11-12, 2008 
SOMNATH DASGUPTA 


OLKATA, AS USUAL, HAS TO BE DIFFERENT: IT IS 
almost impossible to find a builder in the or- 
ganised sector who is offering discounts on the 
list price, although, over the past few years, there has 
been a boom in real estate led by a clutch of public-pri- 
vate partnerships, private players and national names. 

As BT played middle-class buyer to visit offices of 
major as well as unorganised builders across the city, 
the reply was the same: “What discount? We don’t 
have any discounts.” An official of private sector ma- 
jor Merlin even boasted: “We are selling a flat every 
day. There has been no fall in demand.” 

According to Abhijit Das of Jones Lang LaSalle 
Meghraj Property Consultants, there are two reasons 
why builders here can afford to stick to list prices. First, 
most of the land bank was built up years ago and so ac- 
quired relatively cheap. Second, Kolkata has more 
end-users than speculators. 

Demand has come down, he says, but only 
because housing loans have become expensive. “The 
economy’s growth over the past few years hap- 
pened because of low interest rates,” says Das. 
“Now, demand will go up only if rates are cut by two 
or three percentage points. A half-percentage point 
cut will not do anything.” 

Pradeep Sureka, President of Credai Bengal, the con- 
federation of real estate developers’ bodies, says Kolkata 
has always been a very conservative market. “Builders 
are not overleveraged, the laws here do not permit large 
land banks, and so the supply chain is also not very 
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DEBASISH PAUL 









Apartment visited: 


Ashray Residency 
(Marketed by Pioneer Property) 


Area 

1,037 so. tt 
Listed price: 
Rs 25 Lakh (plus parking) 
Price after bargain: Q. 
Rs 25 Lakh Me 
(No Change) 


It is almost impossible to find a builder in 
the organised sector who is offering 
discounts on the list price 


large," says Sureka, who is also Managing Director of 
one of the PPPs changing the face of the state, Bengal 
Park Chambers Housing Development Ltd. 

*A private sector major cannot hold more than 
25-30 acres," says Sureka. Also, he says, "prices here 
have not galloped as they have elsewhere." 

Sureka says there has been some correction in 
central areas, where land is hard to come by and is very 
expensive, but this has happened over the past year and 
is not connected to the credit crunch. 


Mumbai 
NOVEMBER 12, 2008 
ANUSHA SUBRAMANIAN 


S I GOT CRACKING ON MY HOUSE-HUNT, THANE 

was an unlikely first stop for the simple reason 

that the discount was mind-boggling—one 
house free on purchase of a house. *Ek Ghar pe Ek 
Ghar free"... read the advertisement from Cosmos 
Prime Projects Ltd. Curiosity led me to call the firm 
and visit the property. The properties were available 
in Cosmos Lounge, Cosmos Spring and Sankal 
Heights. I was told that on the purchase of a bungalow 
or a 1,200-1,300 sq. feet unit in any of these three 
properties, a 500 sq. feet unit was free. The new 
flats are being sold at Rs 3,600-Rs 6,200 per sq. feet. 


NISHIKANT GAMRE 





One can take a look at the sample flat 
with designer fittings and buy a 
fully-furnished flat at no extra cost 


The catch: the free flat is located some 20-25 km 
away from Thane towards Kalyan at a place called 
Kaler. Despite this, the scheme sounded enticing. 

Back in Mumbai, I called Swastik Realtors to 
check on a two-bedroom unit in Chembur and 
Ghatkopar in Central Suburbs of Mumbai. Both 
are prime residential localities. No two-bedroom 
units are available in these areas; all are sold. I 
could check in Tilak Nagar (a pocket area be- 
tween Chembur and Ghatkopar), the developer 
tells me. At Tilak Nagar, I am shown a 1,050 sq. 
feet sample flat on the second floor of an under- 
construction building. The building is centrally 
located with all amenities like a grocery, depart- 
mental store, bus facility to all parts of the city, rail 
stations (Harbour and Central) to get to town, 
school, restaurants and the works. 

The price of the Rs 6,800 per sq. feet flat with 
all formalities such as registration, stamp duty 
charges etc. works out to Rs 70 lakh. Initial down 
payment: Rs 11 lakh. I bargain, but the builder re- 
fuses to budge. The running rate three months 
ago in the same locality was about Rs 7,800 to Rs 
8,000 per sq. feet, I am told. 

Some more haggling later, the builder is willing to 
offer a few trimmings. The sample flat with de- 
signer fittings in the bathrooms and kitchen (modu- 
lar kitchen) and furniture will be ready within 15 days 
and that if I am interested, I could buy a fully-fur- 
nished flat at no extra cost. 

The very next day, I get a call from Swastik 
Realtors office offering to arrange for a bank loan. 
Had I been a buyer, the property was worth 
homing in on. 




















Bangalore 


NOVEMBER 15, 2008 
RAHUL SACHITANAND 


ITH A CLUTCH OF SOFTWARE COMPANIES 

housed on Bangalore's Sarjapur Ring Road, 

this road seems to be the best place to get 
my house-hunting plan started. My first stop is at 
Sobha Carnation, one of a line of Sobha Developers 
in the heart of Bangalore’s IT corridor. 

My target is a three-bedroom apartment close to a 
clutch of MNC IT campuses, but not too far away from 
the centre of town. My budget—Trandomly fixed at Rs. 
50 lakh—is already stretched. I am told that a “luxury 
flat” at this development will cost as much as Rs 70 
lakh. “It is all about the location,” the executive says. 
Apparently convinced by his logic, we amble around 
the 2.5-acre complex, which has 216 apartments 
ranging in size between 1,564 and 1,725 50. feet. 
Prices start around Rs 50 lakh and go all the way up 


Sobha has a “special scheme” 
offering an 8-10 per cent 
discount to its “valued customers” 





to Rs 70 lakh plus, I am told. 

I am still undecided. The executive now offers a 
“special scheme” offering an 8-10 per cent discount 
to “valued customers”. When I conjure up a lengthy 
list of developers also lining up outside my door, an 
other 5 per cent concession is made. “But you must 
move quickly,” he warns. 

With one study recently claiming that up to over 
40,000 housing units unoccupied in Bangalore, these 
concessions are hardly surprising. Already there has 
been one big name—bDLF—which has sharply cut 
rates at its debut project in Bangalore. tü 
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rts Marketing 
Deciphered 


This is a must-read for all sports marketers, but the absence 
of prescriptions makes it incomplete, says HARISH BIJOOR. 


HINK SPORT. THINK THE GOLD 
| standard event of them all— 
the Olympics. The Olympics 
as a sporting movement has gone 
places over the last 2,700-plus 
years of it being there as the event 
of them all. In many ways, the 
Olympics that happen in two 
*avatars"—the Summer and 
Winter games—every four years, 
rotating themselves across cities 
and countries and their respective 
geographies, are the ultimate fes- 
tival of sporting fervour—the 
Mardi Gras of sports. 

Today, the Olympics is also the 
biggest sports marketing festival of 
them all, attracting the attention of 
scores of marketers from hundreds 
of companies, all salivating at the 
prospect of the positive brand rub- 
off from a consistent and intelligent 
use of the event. 

It’s a huge commercial festival, 
and a bigger media event. The 
Olympics is, therefore, much more 
than mere sport. It is the peak event 
of sporting passion, excellence and 
honour, and most certainly, a mega 
eyeballs and mega-bucks event. It’s 
the biggest series event held once 
every four years. 

How big? Very big. It is the only 
true-blue global sporting event. The 
2008 Beijing Olympics is estimated 
to have attracted over four billion 
viewers (out of a global population 
of 6.4 billion). What’s more, these 
four billion viewers are estimated to 





THE OLYMPIC GAMES 
EFFECT 
John A. Davis 


John Wiley & Sons 
Pages: 200 Price: $29.95 


have devoted viewing hours in exc- 
ess of 36 billion in watching the 
17-day event. Big on eyeballs. Big 
on focus. Big on passion as well. 
John A. Davis, Practice Associate 
Professor of Marketing at the 
Singapore Management University, 
has put together an active-use tome 
in this definitive book, The Olympic 
Games Effect. It’s a book that foc- 


usses on the undeniable fact that 
sports marketing helps build strong 
brands. Never mind whether your 
brand has anything to do with 
sports or not. The event itself is a 
tremendous high-potential event of 
high impact value—if used well. 

Davis really does seminal work 
on this count. He researches the 
games from its hoary tradition and 
history, takes you through the ups 
and downs, traverses you through 
clearly delineated sections where 
you learn Olympic tradition as 
much as the very science of using 
the sport to the greatest possible 
marketing advantage. 

In many ways, the book helps 
you pick your way through what 
to do and what not to. It takes 
you through brief and well-written 
cases that tell you what a Visa did 
right and what possible opp- 
ortunity was missed. There is a 
very detailed track of a heritage 
brand such as Coca-Cola, tracing 
every year of sponsorship and 
brand activity involvement over 
the decades, starting with the 
Summer Olympics of 1928 in 
Amsterdam and well nigh nearly 
with what Coke planned to do in 
the 2008 Beijing Summer 
Olympics. Davis does justice to 
documentation. 

What Davis misses out, and 
what I do believe is a missed 
Olympic opportunity of sorts, is 
that he just does not get prescriptive 
with all his research. I do believe this 
is a gap. For someone who has done 
so much on the documentation and 
teaching end of sports marketing, | 
would definitely expect a peek at 
possibilities in sports marketing 
through the Olympics route—a ros- 
ter of ideas and thoughts from a 
market watcher’s perspective. Davis 
just leaves you hanging there and lit- 
erally tells you, without actually 


The book has a check-list of how to go about your sponsorship 
programme and how to evaluate whether you need to be a sponsor 
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Chartered Institute of 
Management Accountants 


CIMA MAKES 
BUSINESS SENSE 


CIMA is the most relevant international 
accountancy qualification for business. 


‘Capgemini delivers success through 
collaboration with its clients. The breadth 
of financial and strategic understanding 
CIMA has given me ensures that I can 
work effectively to be part of that 
success. The business focus of CIMA 
makes this possible.’ 












Clive Hart 
Capgemini Consulting 
Financial Controller 






Clive Hart ACMA 
Capgemini Consulting 


Alice Stephen student Financial Controller 


Finance and Employee 
Transformation Consultant 


Download the global employer pack today 
www.choosecima.com 














bt bookend 


| | | \ 


MIT Pil 


saying it: “If you have 
liked this much, come 
and consult me.” 

If not for this one 





Olympics have realised 
that the event is not a 
simple one. It is not in 
winning the sponsorship 


vacuum, the book is 2 | Talent is Overrated possibility, it is, indeed, 
good read. The style is by Geoff Colvin not being one of those 
academic and the value Success is not wired into in the TOP (The 
anyone's DNA. It comes 

immense to a company fom intense practice Olympic Partner) pro- 
actually wanting to and perseverance. gramme. Instead, it is 


tread the path of 
Olympic marketing 
glory. It's a good read 
for those who are in the 
realm of sports market- 
ing, to those who man- 
age sports stars, to those 
who work in the 
medium of sports mar- 
keting at large, and, cer- 
tainly, to those who 
love the Olympics as a 
marketing opportunity 
of great value. 

The *thrill of vic- 
tory and the agony of de- 
feat" that Davis quotes in his book 
could as well be so true of the effort 
of Olympic marketing itself. In 
reality, many who have bitten the 
bait of wanting to be one of those 
who did a bit in, or with, the 





A must-read for ail 
aspiring MBAs. 


how intelligently you 
use the opportunity so 
presented. Bagging the 


sponsorship is but the 
first baby step in the 
management of the 
Olympic marketing pro- 
gramme on the whole. 
Many have experi- 
enced the “agony of def- 
eat” in their Olympic 
marketing efforts. And, maybe, for 
every five that have experienced 
this agony, there could be one that 
has been through the throes of ecs- 
tasy of making it big. 
The book highlights some points 


of great use. The Visa example is 
one—a very detailed example of 
consistent use of sponsorship for 
commercial advantage. A definitive 
use of usage stimulation, brand 
reach possibility, advocacy creation, 
demand generation from the travel 
and Olympic tourism industry and 
more. The case details the use of a 
multiple set of formats, starting 
with sponsorship and moving on 
to the use of advertising, corporate 





The book focusses on the undeniable fact that 
sports marketing helps build strong brands 


relations, the product itself and the 
tool of public relations. 

The best part of the book is 
the practical section that has a 
check-list of how to go about 
your sponsorship programme and 
how to evaluate whether you 
need to be a sponsor. 

At the end of the read, if you get 
up feeling that sports marketing is 
not fun at all, blame Davis. 

Harish Bijoor is a Brand 
Strategy Specialist & CEO, 
Harish Bijoor Consults Inc. 
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REVISITING THE CLASSICS 


Restructuring is still as important to corporations as it was two decades 


ago, and this book offers insights into how it can be done well. 


fewer people, in less time 
and with less cost will provide 
a competitive advantage. 


What to ignore: This was 
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(HarperBusiness, 
1993) 

by Michael Hammer 
and James Champy 
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Why it mattered: Hammer 
and Champy came along with 
a radical, startling prescription 
for overhauling businesses 
wholesale: " Don't innovate— 
obliterate." It opened eyes to 
the possibility that businesses 
had gone very wrong by adopt- 
ing operational policies that 
were more inefficient than inn- 
ovative. Their primary declara- 
tion was the need for busi- 
nesses to identify their most 


2008 


important processes and get 
as good at those as possible. 
Among other changes they 
called for was tearing down 
the silos that separated func- 
tions in most companies. 


Why it still matters: Though 
many companies have been 

at it a decade or more, refining 
business processes remains a 
valuable route to differentia- 
tion. Getting more done with 


controversial because corporate 
cost-cutters hijacked its reengi- 
neering prescription and used 
it to disguise and justify mass 
layoffs. Ignoring the human 
cost of any measure can 

doom any reengineering 
project. While reengineering 
may entail job losses, it 
doesn't have to; there are 
many other cost-cutting 
measures whose human 

costs are less severe. 





SIDBI - The apex financial institution 
for Micro, Small & Medium Enterprises. 


Direct Credit: For setting up, expansion and 
modernization of units. 


Receivable Finance: For credit against 
bills /invoices. 


Micro Finance: Through eligible Micro Finance 
Institutions (MFIs). 


SIDBI is leveraging technology to provide customer services through website like 
information about products & services, contact information, downloadable application 


forms, status of loan applications, online information about accounts of customers. etc. 


Submission of online application is also available. 
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Heady Delights 





If chocolates can have rum filling, why not the sandesh? Nakur's, 
magician of the sandesh, rides the globalisation wave. SOMNATH DASGUPTA 
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Making of the liquor-filled sandesh: (Anti-clockwise 
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from top) Chhena strained over muslin (1); 





a worker uses his bare hands to massage the chhena (2); the liquor filling with vodka, whisky, 
rum or brandy (3); and some other varieties that have found takers all over India (4). 


HAT ECONOMIC 
downturn? It is 6 
p.m., and a cus- 
tomer wants to 
take 400 pieces of 
jol-bhora (a type of sandesh filled 
with date palm juice) by air for a 
friend in Ahmedabad. “Will it get 
crushed? How much will it weigh? 
Can I take it as hand baggage?" the 
worried customer pesters Prasanta 
Nandy, the boss at Girish Chandra 
Dey-Nakur Chandra Nandy, a 164- 
year-old shop in north Kolkata. 
Nandy, perched on a stool be- 
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tween the “shopfloor” where the 
sweets are being made and the 
road-side display counter, is un- 
perturbed. *It will weigh around 
15 kg," he says. *And don't worry; 
I will pack it in a carton." 

Such interruptions are not a 
bother for the 52-year-old Nandy, 
who runs the show with his two 
brothers and two nephews. He su- 
pervises every step and churns out 
new products over addas (Bengali 
for hanging out) with friends. The 
latest is a sandesh unlike any of the 
other 20-25 varieties that fly off 


the shelves in ones and twos or 
hundreds at a time. 

This one will be filled with 
vodka, whisky, rum or brandy. 
Best of all, the price will be in 
the same bracket as Nakur's usual 
range. Then, it has plans to retail 
the liquor sandesh via its stores 
within the RPG Group's Spencer’s 
Retail chain. 

"They will come with vodka, 
whisky, rum," says Nandy. “The 
price will be the same. Of course, if 
you want Johnnie Walker Red or 
Black Label, then it will cost more." 


1ጠበኛ4 HsISVUüdCO ላቨ SHdVHUDOLOHd 


Heart & Soul 

So, what makes this sweetened piece 
of milk curds so special? For one, 
Nakur’s is the undisputed king of 
the sandesh, having begun making 
the sweetmeat way back in 1844. 
Nakur's does not make any other— 
no rosogollas, nothing dipped in 
syrups, no snacks like samosas. 

At the heart of the sandesh is 
chhena (milk curds) and how it is 
processed. Nandy pooh-poohs ri- 
vals for using “short cuts". *Arrey 
moshai, if you put weights on the 
chhena to get rid of the water, you 
also squeeze out the fat content," he 
says indignantly, adding: *And then 
they use machines to make a paste; 
no wonder, their sandesh leaves 
your throat dry!" 

For the melt-in-your-mouth 
sandesh Nakur's makes, fresh buf- 
falo milk comes from trusted sup- 
pliers. After being boiled in batches 
of 40 litres, chhena water is added, 
leaving around 11 kg of snow-white 
chhena. This is strained over muslin, 
without any pressure. The chhena is 
then processed by Nakur’s secret 
weapon: the bare hands of a man 
who spends his days massaging huge 
piles of chhena in batches. 

The result: Grainy chhena ready 
for the next stage, in which it is 
cooked with sugar and other addi- 
tives to give the basic dough that 
goes into the sandesh. 

“The key is the grain,” Nandy 
says. The sandesh comes in two ba- 





sic classes—the kora (hard), and 
the norom (soft). Then, there are 
variants depending on the sweet- 
ener used or the shape given. 
Nakur's, which had earlier pio- 
neered varieties that taste of or- 
anges, pineapples, mangoes, kiwi, 
lichi, and strawberry, using pure 
fruit pulp, had even tried out a 
salted sandesh, aptly named chini-na 
(no sugar), in which, instead of 
sugar, the additives were olive oil, 
rock salt and fried cashew nuts. It 
was too radical, though, for its time. 
The liquor sandesh has hit a 
hurdle, for now. Spencer’s wants 
Nakur’s to procure a liquor licence. 
And Nandy, although aware that 
no store selling rum-chocolates has 
one, is being doubly cautious and 
has decided to proceed methodic- 
ally. If a licence is needed, so be it. 


Delight, Uninterrupted 
The sandesh has no dearth of eager 
takers. A customer wants 1,000 
pieces each of two types for a wed- 
ding in Nagpur. No wonder, India’s 
sweetmeats business is reported to 
have a turnover of Rs 30,000 crore 
a year, according to unofficial fig- 
ures, with 80 per cent being ac- 
counted for by West Bengal. 

Nakur’s first big break out of 
its north Kolkata lane came when it 
got a foothold at an outlet in the 
Mahalaxmi temple built in Kolkata 
in 2004 by Rama Prasad Goenka of 
RPG Enterprises. Nakur’s was 
introduced to RPG by Mani Shankar 
Mukherjee, Chief Advisor (Corpo- 
rate relations) at RPG, who is also a 
renowned Bengali novelist writing 
under the pseudonym Shankar and 
is an authority on life in Kolkata 
down the ages. 

The magic of Nakur’s sandesh 
worked yet again and when RPG’s 
Spencer’s opened big stores in the 


“If you want Johnnie Walker Red or 
Black Label, the cost will go up” 
Prasanta Nandy/ 52/ Girish Dey-Nakur Nandy 
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Gariahat market and the Mani 
Square Mall earlier this year, 
Nakur’s was invited to set up shop. 
Emboldened by the success of 
his first “branches” at Spencer’s, 
Nandy is looking out for partners in 
Mumbai and Delhi, confident of 
strong sales as he claims to have 
won over the palates of second- 
and third-generation Marwaris and 
north Indians. “We can’t afford real 
estate in Mumbai, but let me tell 
you: we have many fans in those 
cities,” says Nandy. The Bachchan 
household is reported to be one. 
But Nandy is determined to stick 
to his core competency of making 
and selling the sandesh—no eating- 
in, no diversification. “I am not run- 
ning a hotel,” he says stubbornly. 
There will also be no machinery 
or assembly line. “After all, the best 
quality Swiss chocolates are all hand- 
made,” says Nandy. He should 
know, considering Nakur’s is the 
last word for sandesh connoisseurs. 
But one big change is on the 
way: the small board proclaiming 
“we have no branch” has to be 
removed, taking with it a piece of 
history. 


143 


2008 BUSINESS ODA 


bt printed circuit 


Paint Your Car 


Blue! 


The Fiat Linea will have an integrated 
Bluetooth system to hook up your 
mobile. But your car, your mobile and 
your computer might soon become 
one entity. KUSHAN MITRA 


HE FIAT LINEA, WHICH WILL BE LAUNCHED 
| in India shortly, will be the first mid- 
market car with an integrated Bluetooth 
system. Though the Tata Indigo xL had such a 
system, it was an aftermarket Blaupunkt system 
on that car. Blaupunkt and Sony Audio both 
make Bluetooth-capable systems which you can 
fit to any car; Blaupunkt's Bremen MP78 system 
is just one of those systems. However, the 
‘Blue&Me’ system in all Fiat family vehicles 
takes in-car integration to another level. It was 
developed by a Turkish company Tofas A.S 
and is the result of a tie-up between Fiat and 
Microsoft. Now, this might scare the living 
daylights out of open-source fans, but Linea 
(at least the top-end model) will come adorned 
with Windows logos. Yes, Steve Ballmer is in your 
car now, and that is not a pleasant thought. 


SO, WHAT IS 'BLUE&ME 
ALL ABOUT? 


Well, the really cool bit about this system is that it 
enables you to use your mobile phone from your steer- 
ing wheel (see graphic), including facility to listen to and 
dictate text messages. This is a bit more than the 
rather simple integration you get in high- 
end German saloons—though on the 
Volkswagen Passat you can read text 
messages on the instrument panel. The 
system supports a host of non-Windows 
devices such as Nokia Nseries and 
Eseries, BlackBerry's and Sony Ericsson 
devices. In fact, the system has a USB port 
in the glove compartment to plug in any 
MP3 player and you can even scroll up 
and down albums using voice commands. 
















SO, BIG DEAL, WHAT DOES THIS 
MEAN FOR ME? 


The jump of such systems from Rs 20-lakh plus German 
saloons into sub-Rs 10 lakh cars is a big deal because 
these systems should soon be making their way into 
small cars. The other big plus, with 3G and WiMax 
networks on their way and the Netbook category ex- 
ploding, will your car just end up being yet an- 
other node in a network? Sooner than 
you think. 
While it is cool to talk naturally in 
your car, your conversations may not be 
private when there is someone with 
you, though you should be able to 
decouple the system by switching off 
Bluetooth on your mobile. But what 
about the police, talking on your phone 
while driving is illegal, but how will 
they ever know now? 





The new Fiat 
Linea will take 
on Honda City 
and Suzuki 
SXA. 
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And the 

f dashboard will 
double up as a 
phone display. 


The phone 
controls will 
be steering 
mounted. 





bt treadmill 





ERE’S A TWO-PART QUIZ. 
H One: Are you happy with 

the size of your biceps? 
And two: Why not? 

If you’ve answered ‘yes’ to the 
first question, you’re either a fem- 
ale yoga instructor, a skinny male 
model headed to the fashion 
ramps of Milan, or a Shiamak 
Davar dancer! Most men want 





CURL FOR MUSCLE 


Do this workout as a triset, performing one set of each of the three exercises, with no rest in between, before beginning your 
second set of each move. Complete a total of three trisets. 


1. Dumb-bell Incline Curl (6 reps) 
Set an incline bench to a 45-degree 
angle. (More upright is easier; flatter is 
harder, but potentially tougher on your 
shoulders.) Grab a pair of dumb-bells 
and lie on your back on the bench. Let 
your arms hang straight down from your 
shoulders and 
turn your palms 
forward. Without 
allowing your 
upper arms to 
move forward, 
Slowly curl the 
weights up as 
high as you can. 
Then, without 
pausing, take five 
seconds to lower 
the dumb-bells 
back to the 
Starting position. 


CURL FOR FAT LOSS 








Build Killer Biceps 





big biceps. Trouble is, most guys 
have been doing the same two or 
three arm movements since they 
first learned how to lift a dumb- 
bell. If we were to apply the same 
theory to life, we'd still be wearing 
pants two inches above our belly 
button, and talking about Priyanka 
Chopra's behind—not John 
Abraham's! 


2. Dumb-bell Offset Curl (12 reps) 


Grab a pair of dumb-bells with an offset, : 


underhand grip, so that your little finger 
is pressed against the inside head of the 


dumb-bell and your palms are facing for- | 
: ward. Sit at the end of a bench and hold | 
; the dumb-bells at arm's 
: length at your sides. 
١ Without allowing 
' your upper arms 

: to move forward, 
¦ take two seconds 
: to curl the 

; weights up as 

; high as you can. 

; Pause for one 

: second, then take 
; three seconds to 
: lower the dumb- 





bells back to the 
starting position. 





Times change. So should vour 
workout. In a special two-part 
series on How to Build Killer 
Biceps, Men's Health expert Allen 
Cosgrove shows us how to Cur! 
for Muscle and Curl for Fat Loss 
(below), and next fortnight, how 
to Curl for Strength and Cur! for 
Power. A survey reveals that 
strong arms are the #1 muscle 
most admired by women and men 
alike. So, here’s looking forward 
towards ‘curling up’ eventually... 
Priyanka Chopra or John 
Abraham—you decide! 


3. Decline Hammer Curl (25 reps) 
Set an incline bench to a 45-degree 
angle. (More upright is easier; flatter is 
harder.) Grab a pair of dumbbells and lie 
chest-down on the bench. Let your arms 
hang straight down from your shoulders 
and turn your palms to 
face each other. 
Without allowing 
your upper arms 
to move back- 
ward, slowly curl 
the weights up 
as high as you ። 
can. Pause for 
one second, then 
take one second 
to lower the 
dumb-bells back 
to the starting 
position. 








Who thought you could use bicep curls for fat loss? You can! Do three sets of this secret combo to ignite your body's fat-burning furnace. 


1. Dumb-bell Lunge, Curl and Press (8 to 10 reps) 

Grab a pair of dumb-bells and hold them at your sides. Stand with your feet hip-width 
apart. Step forward with your left leg and lower your body down and forward until you 
can touch the dumb-bells to the floor next to your left foot. Your left lower leg should be 
perpendicular to the floor. In one move, curl the weights to shoulder level as you push your- 
self quickly back to a standing position. Then press the dumb-bells above your head 
until your arms are almost straight (not shown in image.) Lower the weights to the 
starting position and repeat, stepping forward with your right leg this time. 








‘MensHealth | 


JAMAL SHAIKH 


Jamal Shaikh is Editor, Men's Health. You may write to him at jamal.shaikh@intoday.com 


Caveat: The physical exercises described in Treadmill are not recommendations. 
Readers should exercise caution and consult a physician before attempting to follow any of these 
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SOUTH AFRICAN AIRWAYS 


Prize Sponsors 


Come December 5, 2008 


India's top CEOs will cease 
to have a level playing field. 





Official Magazine: Equipment Partner: Event managed by: 
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Sun International 


Golf Digest | (S cleveland 


How to play, what to play, where to plas. 


globosport 
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PRO-AM OF CHAMPIONS 2009 


In association with 


m 


ITC-WELCOMGROUP 


Hotels, palaces and resorts 


India’s most awaited and standalone golfing Pro-Am championship for 
top CEOs and professional golfers is back for the 14th consecutive year. With three regional 
rounds in Kolkata, Bangalore and Mumbai, this coveted event will culminate with a grand finale in Delhi. 
Get ready to claim your place under the sun. 


Win a Honda CR-V for a Hole-in-One 
Schedule 


Kolkata Dec 5, 2008 Bangalore Dec 13, 2008 
Tollygunge Golf Club Eagleton, The Golf Resort 


Mumbai Jan 17, 2009 Delhi Mar 7-8, 2009 
Willingdon Sports Club Classic Golf Resort, Gurgaon 


Entry by invitation only. 





FOR MANAGING TOMORROW 


bt event 





Winning stroke: Harsha Bhogle hosts the B7 Acumen Quiz that saw some of South Zone’s best 
B-schools making the cut for the finals 


ACUMEN 2008—SOUTH ZONE 


The Southern Excellence 


Participants electrify the South Zone BT Acumen finals in 
Bangalore with their cerebral energy. TEJASWI SHEKHAWAT 


HE QUALITY OF A DEBATE IS 
| usually made up by the qual- 
ity of debaters. But when 
you have topics like “Pursuit of 
Happiness Makes Managers Blind 
to Human Suffering” and “us 
Financial Crisis Signals the Death 
Knell of Capitalism” to attack and 
defend, the participants are bound 
to get tested as much for 
their oratory, intellect and 
knowledge as for their 
world views. 

Indeed, all the finer 
aspects of the art of deb- 
ating were on display dur- 
ing the South Zone finals 
of the Business Today 
Acumen 2008 in Bangalore, 
where the best brains from 
some of India’s top B- 
schools, including hosts 
IM Bangalore (IIM-B), IM 
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Kozikhode, Symbiosis Institute of 
Business Management (SIBM), ICFAI 
Business School, T.A. Pai Manage- 
ment Institute (TAPMI) and Anna 
University, engaged in a keen battle 
of minds over two days to earn a 
ticket to BT’s national business quiz 
and debate finals in Mumbai on 
November 29. 





All eyes and ears: Judges (in the forefront) follow the 
debate during the finals 


The two-day event on 
November 7 and 8, co-sponsored by 
Aditya Birla Group and hosted by 
the incomparable Harsha Bhogle, 
proved to be a big hit with the aud- 
ience comprising mostly students 
from the participating schools, who 
got a chance to win goodies like 
cellphones, webcams and MP3 
players during the audi- 
ence quiz on day 2. 

Judges for the event 
included A.K. Kishore, 
Assistant VP, Human 
Capitol; Shivraj, Head 
(Brand Strategy and 
Planning), Mudra 
Garments Lifestyle Retail; 
Kapil Aggarwal, vp, South 
Hyper Market; Mudit 
Shekhawat, Business 
Analyst, Yahoo! India; and 
K.R. Balasubramanyam, 





of IIM-B arguing their way to victory 


Assistant Editor, Business Today. 

Day 1 saw Anna University, 
IIM-B, ICFAI and IM Kozikhode qual- 
ifying for the debate semi-finals and 
IIM Kozikhode, SIBM, ICFAI and TAPMI 
qualifying for the quiz finals. 

Day 2 began with the audience 
quiz where Bhogle kept the partic- 
ipants, audiences and judges on the 
edge of their seats. It was followed 
by the first debate semi-final bet- 
ween Anna University and ICFAI and 
the topic for them was “Pursuit of 
Happiness Makes Managers Blind 
to Human Suffering". 

Speaking for the motion, 
Y. David Mathew of Anna 
University argued that *managers to- 
day are blind to employee well- 
being and can go to any lengths to 
meet targets and profits." Renu 
Kansal of ICFAI contested this arg- 
ument by citing examples of multi- 
national firms like Google that rank 
#1 in employee satisfaction. But 
one of the judges took the contest- 
ants by surprise when he sought to 
know from them *whether Jet 
Airways was justified in sacking its 
employees to save the company or 
not”. In the end, Harsimran Kaur 
and Renu Kansal of ICFAI made it to 
the debate finals. 

The second semi-final was a 
clash of titans: IIM-B vs IIM 
Kozikhode, who debated whether 
“Management Professionals Are 
the Most Over-hyped Professionals 
in the World”. Speaking for the 
motion, Mario Gonsalves (IIM-B) 


Debate winners: Vineet Sharma and Mario Gonsalves 


rT 
ae! 
f 








Quiz winners: The ICFAI team collects the prize 


after making it to the national quiz finals 


sought to make his point by asking, 
“If management professionals are 
so great then why don’t compa- 
nies hire professors who have 
taught them the skill and expert- 
Ise2” Gonsalves asserted that 
experience was a greater teacher 
than a top B-school. 

Megha Mookim of IIM- 
Kozikhode refuted this by saying: 
“Having dealt with case studies in a 
controlled and fully simulated en- 
vironment, a management gradu- 
ate is better equipped to handle 
boardroom challenges.” Because of 
the sheer quality of arguments by 
both sides, the judges had a tough 
time picking a winner. After much 
deliberation, they declared IIM-B as 
the second finalist. 





Women to the fore: Runners-up 
Harsimran Kaur (L) and Renu Kansal 
of ICFAI during the debate finals 


Before the boys of IIM-B took 
on the girls from ICFAI in the debate 
finals, it was time for the much 
awaited quiz finals. The veterans 
from IIM Kozikhode made a great 
start and took early lead. SIBM 
seemed to be caught with w rong 
set of questions. After a session 
marked by much brainstorming, 
ICFAI finally won the ticket to the 
quiz finals in Mumbai. 

Finally, it was time for the deb: 
ate finals. The topic, *us Financial 
Crisis Signals the Death Knell of 
Capitalism", added to the quality of 
the debate and also made it more 
interesting. Speakers from IIM-B 
spoke in favour of government con- 
trol and restraint over the finan- 
cial and monetary systems while 
supporting the motion. Showing 
remarkable improvement from 
their semi-final round, the girls 
from ICFAI convinced everyone that 
capitalism was still the way for- 
ward. They had everything going 
for them until Judge Aggarwal 
posed this question: “What will 
you choose, a high paying job with 
a bank or a secure job with the 
Aditya Birla Group?” ICFAIS 
Harsimran Kaur chose the Aditya 
Birla Group, but she could not 
convince the judge with her rea- 
soning. That gave IIM-B the victory. 

This was the last of zonal 
finals, and all eyes are now riv- 
eted on the grand finale of 
BT Acumen in Mumbai. Watch 
this space. 88 
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bt people 


Walking the 
Talk with Obama 


NAMED ONE OF THE MOST POWERFUL WOMEN IN THE 
world, NANCY M. BARRY, 59, the Founder and 
President of Enterprise Solutions to Poverty and 
former President of the New York-based Women’s 
World Banking, is no stranger to the limelight. 
Known to be a close confidant and friend of the 
Obama family, she is now expected to play a 
key role in shaping the new Us regime’s relation- 
ship with India and Indians. President-elect Barack 
Obama’s mother, Ann Dunham, worked with 
her as the first policy change manager of Women’s 
World Banking, from 1992 to 1995, Says Barry: 
“I see in Obama many of the qualities of his 
mother: the capacity to get to the heart of the mat- 
ter, the ability to get different factions to work for 
common cause, and a passion to work together in 
building economies that work 
. for the majority." In an inc- 
reasingly shrinking world, 
does she see closer bilat- 
eral ties between the US 
and India? Barry answers 
in the affirmative: "In 
meeting with business 
leaders, policy makers and 
low income entrepreneurs 
in India and other 
major emerging 
markets, I have 
seen the longing 
for a Us that walks 
its talk and uses its 
power to listen, 
learn and work 
with others to build 
a better world." 
Her own brainchild, 
Enterprise Solutions 
to Poverty, has “a 
robust agenda" in 
India. One of the 
major areas of 
expansion for 
Barry in 2009 is 
to build a net- 
work of Entrepr- 
eneurs in India 
and China. 
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Global Assignment 


FORMER RBI GOVERNOR YAGA VENUGOPAL REDDY IS 
back in action after a break that lasted barely a couple 
of months. Reddy, 66, has now been nominated to a 
UN task force of top economists that will suggest pos- 
sible reforms of the global financial system. The task 
force is chaired by Joseph Stiglitz, winner of Nobel 
Prize 2001 for Economics. The seasoned economist 15 
one of the most suitable candidates for the role. At 
Mint Street, Reddy had an action-packed five years as 
Governor (and six years as Deputy Governor) that saw 
huge dollar inflows, unprecedented rise in rupee 
value against the greenback, soaring inflation and 
never-before spurt in consumer credit. His earlier 
stint as India’s Executive Director on the IMF board will 
also come handy now. Reddy, a 1964 batch officer of 
the Indian Administrative Service, left RBI at a time 
when the global financial turmoil had started to unfold. 
He now has an opportunity to be a part of the 
damage control. 


Microfinance’s Big Catch 


BANKING’S LOSS IS MICROFINANCE’S GAIN. SURESH 
GURUMANI, 46, till recently Director, Consumer 
Banking at Barclays in Mumbai, has moved into a rel- 
atively low profile role as CEO of sks Microfinance, 
Hyderabad. The move comes at a time when banks 
across the world are battling a confidence crisis. 
Gurumani, however, says: “To me, it is an oppor- 
tunity to enhance the lives of the poor by making it 
the largest microfinance company in the world in two- 
to-three years.” For someone, who is in the business 
of managing risks, this does not seem a tall order. sks 
has gone through its share of trials and tribulations 
despite a CAGR of 200 per cent. He could do well to 
draw inspiration from Nassim Nicholas Taleb’s The 
Black Swan: The Impact of the Highly Improbable that 
he is reading now. Taleb’s Black Swan refers to a sur- 
prise event beyond the realm of normal expectations. 
Gurumani sure wants to be on a sound footing with 
lessons from the risk guru. 


UMESH GOSWAMI 





In the Hot Seat 


THE FIFTH FLOOR CORNER OFFICE OF CITI INDIA’S BANDRA KURLA HEADQUARTER HAS A a: د‎ 
new occupant. Citi veteran MARK ROBINSON, till now Citi Country Officer for Russia ፡.ኢ | 
and Division Head for Ukraine and Kazakhstan, will shortly take charge of Citi India ዛም / 
franchise from Sanjay Nayar, who spent close to 18 years in Citi. While this is his first 7 
stint in India, Robinson, 47, is on a familiar terrain. He has worked mostly in 
emerging markets in his career spanning 24 years. In India, he will *continue the 
momentum and deliver the power of Citi's universal banking model to clients in the 
region". With Citi on the razor's edge globally, Robinson has a tough task ahead. 








A Class Apart 


HE IS THE LONGEST-SERVING IVY LEAGUE PRESIDI 
and is considered one of the leaders of American 
higher education as President of Yale Univers 
RICHARD C. LEVIN, 61, is currently high on Ind 
Delhi recently to launch Yale India Initiative, | 
said: “India has been somewhat underrepresente 
Yale. This is an effort to rectify that." The initiat 
that has a corpus of $75 million (Rs 375 crore), will 
create new faculty positions on India-specific stud 
ies and will help expand the presence of Indi 
Yale's curriculum. His agenda for India: Developin; 
partnerships with Indian institutions. Levin has a pi 
scription for the Indian education system: Go egal 
itarian. Also, if India wants to compete in the kno 
edge economy 40-50 years from now, it needs t 
have some institutions that have cutting edge r 
earch. "In India, the institutes that do teaching do not 
do much of research. That needs to change,” sig 
off Levin sounding a cautious note. 
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NAME: NANDAN MOHAN NILEKANI 
AGE: 53 


DESIGNATION: Co-Founder EN ki: 
& Co-Chairman Mini مجع ذا‎ FF 
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COMPANY: Infosys Technologies iit! AN ig — ss d 














€ iPhone3G 


GIREESH G.V. 


The iPhone you've Exec ution Excel lence 


been waiting for. 

TEE E a VER A YEAR AFTER HE QUIT AS CHIEF EXECUTIVE OF INFOSYS, NANDAN MOHAN NILEKANI, 

Now available : EAE ; : : 
53, is putting in place the final touches to his next career move that could see him 
morph into one of the country's most respected think tanks on everything from Ir 

to infrastructure. That doesn't mean that Nilekani, who started Infosys with six others back 

Ë in 1981, is letting go of the reins just yet. The electrical engineer from irr, Mumbai 
lA ፻፪ spent a month in Europe trying to put through Infosys’ transaction to buy enterprise solutions 
vendor Axon and continues to work closely on the biggest deals for the company. 

At the same time, Nilekani, who’s just released his first book—Imagining India: Ideas 
for the New Century—a 53 1-page tome published by Penguin on the ideas that shaped and 
will shape India—is a much sought-after thought leader in a variety of fields. At his office 
in Infosys’s 80-acre headquarters, it is not just Infoscions waiting for time with their Co- 
Chairman. For Thomas Freidman, the celebrated author of The World is Flat, it is the sheer 
heterogeneity of people looking for an audience with him that catches the eye. “If you sit 
outside his office for a day, you notice that half the people going in are employees look- 
ing for instructions or customers looking for deals; the other half are politicians, journalists 
and ministers from around the world looking for an explanation of what it all means,” he 
had written in Time magazine. “I spend around 15-20 per cent of my time on structured 
and unstructured mentoring programmes at Infosys,” Nilekani told BT recently. 

Expectedly, it is execution of lofty ideas that is central to Nilekani’s postulate on India. 





The new iPhone is here. 


Widescreen iPod, Internet, Rather than dreaming up more great ideas, we need to focus on how to execute some of 
and phone. All in one super them, he argues. Both within and outside Infosys, he has not shied away from getting his 
fast 3G device. hands dirty with the nitty-gritty. For example, Nilekani was one of the prime movers be- 


hind the Bangalore Agenda Task Force, a public-private partnership focussed on improving 
Bangalore’s crumbling infrastructure, and he spent Rs 5 crore of his own funds to support 
it. His book-writing, too, got the same attention to detail; the geek in Nilekani surfaced 
when he split up his job into several smaller pieces. One of the youngest leaders on the 
World Economic Forum’s Foundation Board, the Joseph Schumpeter prize winner has a 
multitude of other roles—President of NCAER, Board member of ICRIER, National 
3 et o Knowledge Commission Member—that should keep him busy for years to come. 

i RAHUL SACHITANAND 


152 BUSINESS TODAY DECEMBER 14 2008 





W 


api DO Y( 
| WHEN THE C 


"um £ 5 

M. ^ 0 ⁄ 

d ww LA 
4 omy ; 


VN ee 


0 4 
” g 
are 
4م‎ 
# 
1 [| 
LE MT 
| 
AF» 
"LE 
bd 


$ 


ኢ 
ጳ 
፦ 
١ 
2 
^ 


^ [tis only the dead 


We are like 
Well rooted 
Reaching for the 
We never slo 


Zaal Mohammed Z 





partments starting from USD 1.3million. 


all *971 4 374 4760 or visit albarari.com 


ሟል a. bet 


ሣ 


ሚዣ IEN 
| C b d ዓፍ 
38.3 = Sie e 12): 


ei 
ay 





10 3 w 


f o managing 


Ea. I 
& 


Fortnightly magazine ^ www.businesstoday.in December 28, 2008 RS. 20 


- 
» 


| 8 5 ; Best 


ذا 


ፕፆ of India 

| dethrones ውሙ AN 
HDFC 9. as | d 
country's est | 

KS bank. £L 75 








ted Audio Controls * ABS with Brake Assist ٠ Electronic Brake force Distribution Immo 


42697000, Peeragarhı 45520000/45540000, Southend Honda, Badarpur 40621212, 29894600-04, Saket 40811212; FARIDABAD - Classic Honda 0129-4097007, 8958467467; GHAZIABAD - Pn 
679897777736, NOIDA - Ace Honda 0120-4000400, 9999673820/50, AGRA - Heritage Honda 0562-2641560-62; BAREILLY - Heritage Honda 0581-2560007^ 
77; CHANDIGARH -- Harmony Honda 0172-5022222, Prestige Honda 0172-3067777; HISAR -- Lotus Honda 01662-221635/36; JALANDHAR - Prestige Honda 0181-30677 
31, JAIPUR - Pink City Honda 0141-3106820; JODHPUR - Royal Honda 0291-2726655/7777; UDAIPUR - Autokam Honda 0294-2491641/42, EAST. KOLKATA -Impenal Honda 033-22896801- 
4-2463522-23, SILIGURI — Sunnse Honda 0353-3202070/80; JAMSHEDPUR - Millennium Honda 0657-2200701-04, WEST MUMBAI - Apex Honda, Sion 427777 
tara Road 9850771223, Bund Garden 9372233615; AURANGABAD - Deccan Honda 9373344301; KOLHAPUR - Riverside Honda 9922109494, NAGPUR - Rushabh Honda 22954 
mark Honda 0879299111; SURAT - Landmark Honda 9825232213, RAJKOT - Landmark Honda 9625219920, VADODARA - Aspen Honda 9099101000; BHOPAL -Abhikaran Honda 98936988 
onda, Hosur Road 9880421212, Lavelle Road 080- 22969811, Whiteflekd Honda, Whrefield Road 9845008060, Cantonment Staton Road 080-25553367-68, Magnum Honda, Kanakapura Road 0 
80001, Sundaram Honda, Mount Road 9940411111, COIMBATORE - Sundaram Honda 0422-2449303, MADURAI - Sundaram Honda 9094679052; HYDERABAD/SECUNDERABAD - Pride Hon 


da, Muttorn Kalamassary 9287411111, Peninsular Honda, NH 47 Maradu: 9895199000; TRIVANDRUM - Peninsular Honda 9895289000 
" denturmarcom/HSCI/ 134, 





HONDA 


The Power of Dreams 


Enjoy your challenges 





nM 
WT 


Lg 


idvanced 118PS i-VTEC engine Dual Front SRS Airbags Advanced Integrated Audio 


Arrow Shot Form design ° 5-speed AT with Paddle Shift ° MP3 capable Audio with USB port * Steering-mi 


ORTH: DELHI - AutoMax Honda, Mayapuri: 45656565/97 17029090: Courtes 


y Honda, Okhla: 40710000, 43200000; Prime Honda, Patparganj: 999910984 1-45 Ring Road Honda 
onda: 9999109846-50; GURGAON - Pearl Honda: 0124-3021111, 9350677777: Ring Road Honda: 0124-4688000/4695000: MEERUT 


EHRADUN - Divine Honda: 0135-2645001-04; KANPUR - Pushp Honda: 0512-2544600; LUCKNOW - Fortune Honda: 0522-2200701-04: AMRITSAR Prestige Hond: 
UDHIANA -- Horizon Honda: 9915798000; Prestige Honda: 0161-3067777; PATIALA - Prestige Honda: 0175-3067777; KARNAL - Prestige Honda: 0184-3067777: JAMMU - | 
innacle Honda: 033-40004444; Windsor Honda: 033-25250930-35; GUWAHATI - Spectrum Honda: 0361-2130743-44, 9864052785:BHUBANESWAR 

rya Honda, Prabhadevi: 24228686; Ballard Estate: 67459999: Linkway Honda, Andheri(E): 66123150; Malad: 66123725; Hallmark Honda, Navi Mumbai: 7 انام‎ Deccan Hon 
ASHIK - Rushabh Honda: 2388100; GOA - Coastal Honda, Verna: 6693333: Panjim: 6643738; AHMEDABAD - Emerald Honda: 40228000/97 14501028: Landmark Honda: 9f MEHSANA 

IDORE - Abhikaran Honda: 9893041888; RAIPUR - Shubh Honda: 9993574000; JALGAON - Skyline Honda: 2213291; JABALPUR - Splendid Honda: 2636000: SOUTH: BANGALORE - Daks! 
3322271-74; MANGALORE - Peninsular Honda: 9243309999: HUBLI - Lakeview Honda: 0836-2278837; MYSORE - Inspire Honda: 0821 - 4009400; CHENNAI - Capital Hone 


151607006; Sundaram Honda: 9849168323; VIJAYWADA - Sundaram Honda 9849725556; VIZAG - Sundaram Honda: 9849120325; CALICUT - Peninsular Honda: 98 


way Honda 


OCHIN — Cosmi 


Did you know that the Golden Gate isn't golden. Or red for th. 


€ ates O De n matter. It's International orange. With Emirates now flving 


San Francisco. here's your chance to explore this quirky city. 


2 
TO Sa 1 Fra 1 C | SCO. And enjoy our fabulous inflight experience while you're at if. 


Non-stop from Dubai. Fly Emirates. Keep discovering. 


emirates.com 





400 international awards and over 100 destinations worldwide. For more details contact your local Emirates office or visit emirates.con 
ALL E IS اسع‎ Aa + tiluar hanafite at ckinwards com 





LCD Displays Plasma Displays Network LCD Displays 


Sizes Available: 82cms to 145cms Sizes available: 107, 127, 160cms Sizes Available: 82cms to 208cn 
Finest LCD Panel (S-PVA & DID) High brightness & contrast AMD Athion 1.8GHz Dual Core process 
High brightness & contrast High viewing angle Windows XP embedded 
High viewing angle 4 anti-image retention modes 408 internal memo: 
Thin bezel for video-wall application Lowest power consumption Come with content management softwa: 
Lowest power consumption Dual Rs232- IN & Out: for multiple units usage Remote management through server possible 
In-built cooling mechanism In-built cooling mechanism Finest LCD Panel (S-PVA & DID 
Horizontal & Vertical operation possible Horizontal & Vertical operation possible High brightness & contras 
Work with long cable lengths Work with long cable lengths High viewing angle 
3 Year onsite warranty support 1 Year onsite warranty support Lowest power consumptic 


3 Year onsite warranty suppor’ 


Wall & ceiling mountable | All models come with remote controls | Dollar deals availat 





Corporate House Mall Display Showroon 


For more information please contact: 
Manu Nanda-Head Sales : manu.nanda © samsung.com (mobile: +919871994488) 
adeep Negi : pr.negi@samsung.com (mobile: +919717495969) ! Bangalore : Umashankar (mobile: +919845566345) 1 Chennai : Vijay (mobile: +9197: 
Delhi : Ashish (mobile: +919818770294) 1 Hyderabad : Koteshwar Rao (mobile: +919394759500) I Calcutta : Ankur Mitra (mobile: +919831 16921 


Pi General Manage 








" Publishing: Director: Aseem Kapoor 


| Associate Publisher: Ashish እ 
Ec Wi s “IMPACT TEAM e 
| Regional Heads: Necea} Sharma: (Delhi, Ameer. Dhanda (Mamba 
' francisco Lobo (Bangalore), 1. Chakravorti (Chennai), ` 
Srinivas Babu (Hyderabad). Prabal. Deb. (Kolkata) | 





$ 
Causa: Marketing Services: Poonam Sangha, ዓር. General Manager 


| Pn. Sales: Vive Gaun, Executive Director, DAS. Rama 886, Setiioi: 

Sal ንር s, Vinad Das, General: Manager National | 
1); Ra Rajesh Menon, General Manager ` 
uty General: Manager South), : 1 
General Manager. -- ١ 

















` Sales; Deepak: Bhan, e 31 Manager | 
B es ; E. Kiran Mandap tare 





Alt ቻቻ aré TT 66 5 shana juridiction ok competent ሺ 
cosets د‎ re forums i in pem New Delhi oe I 








From The Editor 


HY WOULD THE FINANCES OF A ROADSIDE SNACK- 

seller in Guwahati go into a tailspin because of 

the Mumbai terror attack? Because, when the 
English cricket team decided to pack its bags and leave 
India, cancelling the remaining two one-day matches— 
including the one in Assam's capital—Bijoy Das lost a 
chance to make a killing. Every time there is a cricket 
match, Das earns a fortune selling snacks outside the sta- 
dium. On November 29, he called up his wife, a house- 
maid in Delhi, to say the match cancellation has caused 
a loss equivalent to one month of his daily earnings. This 
is just one small instance of the unintended and unac- 
counted financial loss that terror strikes cause. It also in- 
dicates how much wider and deeper than commonly un- 
derstood the economic impact of such an incident can be. 
Of course, we are not even beginning to count the 
more obvious trauma of the lives and businesses lost. 

The true cost of terror is impossible to comprehend 
or calculate. Yet, making an effort to understand it is im- 
portant to prepare for the job of prevention and repair 
that lies ahead. This is exactly what we have 
attempted in our cover story 
(page 46). Our cover pack- 
age goes beyond just cost 
assessment and evaluates 
our responses and reme- 
dies. Since the Mumbai 
strike has been compared 
with 9/11, we look at the 
economic policy measures 
the Us took within hours 
and days of the 9/11 attack. 
There are lessons in both 
the timing and nature of 
responses (page 60). An 
Israeli businesswoman shares with us how her peers 
work in an environment that is perpetually on high 
alert. Xerox India's Head, who served for six years in the 
British Army, tells us how better prepared businesses in 
India can be for emergencies. Each survivor account is a 
fresh story. We bring you three remarkable stories from 
representatives of India Inc., who were present at the Taj 
hotel on the fateful evening of November 26 (page 70). 
Don't miss our last page (page 152), where we introduce 
you to a new Iron Man of India. 

Amidst the urgency and importance of putting the 
cost of terror on the cover, we also worked on our 
scheduled cover package for this issue—the BT-KPMG 
annual study of India's best banks (page 75). This 32-page 
section is designed to tell you all that you need to 
understand the present and future of Indian banking, 
complete with facts, anecdotes and analyses. Banking was 
the first sector hit by the global financial crisis; it's also 
the industry that holds the key to economic revival—for 
institutions as well as for individuals. 
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TEETH] MAKEOVER OF MALLYA'S BUSINESS 

E Ca — Vijay Mallya is known for his aggressive ventures, and the 
current tough times are unlikely to faze him. Though his 
pride and joy—Kingfisher Airlines—suffered huge losses 
due to rise in fuel prices, things are bound to change with 
dip in global fuel prices. His officials claim that not a 
penny is moved from the breweries or spirits business to 
the airline, displaying a sense of confidence. Says Mallya: 
“We can wipe out our losses in three years." Read on... 
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growing at 25 per cent. 
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For many families, loan repayments can get 
rough and uneasy. So, how can one manage 
one’s loans better. 
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ownturn? Insurance 
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Insurers believe the financial crisis has reduced 150 People 


the cost of manpower and real estate—which 
they are keen to acquire for future growth. 
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At a business plan contest in Chennai, 
participants whip up innovative ideas, 
but fall short on pitching it right. 


BOOKEND 
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Nilekani's book is wonderfully anecdotal 152 Karambir Kang, GM, The Taj Mahal Palace 
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Mallya Loves a Spirited Fight 

READING YOUR COVER STORY FIGHTING 
the Bad Times (Br, December 14), the 
most striking impression one gets is of 
Vijay Mallya being a spirited fighter. 
Making heavy weather of his busi- 
ness setbacks—howsoever intractable 
they might seem at the moment—is 
not Mallya’s wont. He has given am- 
ple proof of his formidable business 
acumen in the past and going by his 
record there’s no reason to believe 
why Mallya can’t prevail over his 
present difficulties. 








ARVIND PANIGRAHI, through e-mail 








A Fighter All the Way 
THERE'S NO DOUBTING THAT VIJAY 
Mallya is not one to shy away from 
taking bold decisions. His critics 
should know that he can make 
shrewd, calculated or even uncon- 
ventional moves to promote his busi- 
ness interests. The way he gobbled up 
Air Deccan and the manner in which 
he pulled off the operational and 
strategic alliance with Jet Airways 
speaks of his business acuity and his 
ability to carry out deft manoeuvres. 
Some Doubting Thomases may be in- 
clined to take his assertion to wipe 
out his aviation losses in three years 
with a pinch of salt. But, given his 
track record and mettle, I see no 
reason to doubt why Mallya cannot 
take Kingfisher out of the red and 
help it ride out the current storm. 
JATIN SARCAR, through e-mail 


Valuable Companies 

READING YOUR WELL-RESEARCHED 
cover story BT 500—India's Most 
Valuable Companies (Br, November 
30), it comes across loud and clear 
that many top profit-making Indian 
companies (Top 10 profit-earners in 
BT 500) are at a par with the best 
performing companies globally. 
Big, profit-making Indian compa- 
nies may count for too few com- 
pared to profit-minting companies 
in the Us. But they still account for 
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a sizeable chunk of India's eco- 
nomic wealth. Also, one should 
not lose sight of the fact that India's 
economy will continue to grow 
and prosper till such time that its 
top valuable companies keep grow- 
ing and making profits. 

JUGAL KISHORE, through e-mail 


Responding to the Meltdown 
ARE WE GOING OVER THE TOP IN OUR 
reactions to the US-led global finan- 
cial meltdown (The Meltdown 
Impact, BT, November 16)? Unlike 
the Americans and west Europeans, 
who are addicted to spending ex- 
travagantly and living beyond their 
means, Indians are quite used to 
the virtues of thrift and simple 
lifestyles. So, it doesn’t behove us to 
press the panic buttons if we are 
required to tone down our lifestyles 
in times of adversity. 

CHARU SHAH, through e-mail 


In Obama We Trust 
THE 47-YEAR-OLD CHICAGO’S 
former Democratic Senator’s victory 
over John McCain has inspired 
many hopes and expectations 
(Decoding | Obamanomics, 
November 28). One hopes that un- 
der Obama's watch relations be- 
tween India and the us will become 
more broad-based and pronounced. 
VINOD C. DIXIT, through e-mail 


Corrections 

IN BT 500—INDIA'S MOST VALUABLE 
Companies (Br, November 30), 
Petronet LNG Limited has been 
ranked 32 in India's most valu- 
able Psus in 2008. However, the 
company spokesperson informs 
that Petronet is not a PSU, but a 
Jv—a private limited company 
promoted by four Navratna 
companies having total equity 
participation of 50 per cent (12.5 
per cent each) only. The balance 
equity is held by Gaz deFrance 
(D, ADB and the public. However, 
CMIE, whose database is used to 
prepare the BT-500 list, categorises 
Petronet as a PSU. 


According to the GMR spokesper- 
son, the figures of the company 
attributed in the tables in 7-500 list 
(other than market cap) are not 
correct. We wish to clarify that, as 
with all the companies in the list, 
we have taken into consideration 
only GMR's stand alone numbers 
and not its consolidated numbers. 
The only exception is Cairn India, 
in which case, there's a footnote 
to explain why we used consoli- 
dated figures. 
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Where’s Rs 2 Lakh 
Crore Gone? 


The government has injected lots of funds into the banking 
system, here’s where it’s gone. ANAND ADHIKARI 
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Rupee to dollar: A lot of rupee liquidity has flown out of the system 


cash-strapped banking system by Mint Street since September 
this year, vanished? 

This was the question puzzling mandarins at the North Block even 
as they were readying to announce a first-of-its kind economy booster 
package last fortnight. For the hard-nosed bankers in the financial 
capital of Mumbai, the reply is simple: It has gone back to where it came 
from (the RBI). The reason: RBI’s reserves have depleted by $50 billion 
(Rs 2 lakh crore) since September 2008 when the first set of monetary 
measures like reductions in CRR (cash reserve ratio) and SLR (statutory liq- 
uidity ratio) were announced. 

Banking experts say one doesn’t have to hunt much to know 
where the money disappeared, as every dollar released by the RBI 
absorbs rupee liquidity of the same amount from the system. Agrees 
M.M. Agarwal, Executive Director of Axis Bank. “A lot of rupee liq- 
uidity is flowing out of the system because of dollar outflows from the 
country’s equity markets,” he says. 

The money has also found its way into many other market inter- 


Ws HAS THE RS 2 LAKH-CRORE LIQUIDITY INFUSED INTO THE 


INSTAN TIP 


The ee — question. 








With crude oil prices trading 
below $45 a barrel, the squeeze 
on OMCs margins has also eased 
significantly. 


Maybe. Chandrajit Banerjee, 
Director General, Cll  - 
Whether a price cut was required 
or not is entirely dependent upon 
how efficiently the government 
deals with the burden that entails 
such a decision. As of now, the 
measure seems to pose serious 
challenges for the exchequer. 
Merely reducing the prices in 
tandem with the global crude 
prices is not going to solve our 
energy problems. We need a 
totally different mechanism to 
address such issues. 

COMPILED BY MANU KAUSHIK 
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“While RBI has 
absorbed liquidity 
by releasing dollars, 
a part of it has also 
flowed into areas 
like mutual funds, 










“The credit off-take has 
also been impacted be- 
cause of the impending 
slowdown in demand 
and partly because of 
banks treading 











mediaries like mutual funds, NBFCs, 
HFCs, real estate and other sectors. 
Abheek Barua, Chief Economist, 
HDFC Bank, says: “While the RBI has 
absorbed liquidity by releasing dol- 
lars, a part of it has also flowed into 
the areas like mutual funds, non 
banking finance companies and hous- 
ing finance companies.” The mutual 
fund industry, faced with a crisis in its 
debt schemes, was the biggest bene- 
ficiary of the additional liquidity in- 


The Money Guzzlers 


Mutual Funds: Heavy redemption 
pressure may force many mutual 
funds to knock on the doors of banks 


Real Estate Firms: Subdued festive 
season demand and job cuts in the 
economy may reduce the cash flow of 
developers 


NBFCs: Banks and mutual funds have 
turned their back on them and they are 
severely in need of funds 


Housing Finance Companies: All the 
outside sources of raising money have 
dried down. They need money for the 
core business of housing finance 


SMEs: Severely impacted by demand 
destruction in both overseas and 
domestic markets. Need money to 
fund expansion and working capital 


Retail Lending: Bankers are exiting from 
small ticket size personal and two- 
wheeler loan and other unsecured loans 
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non-banking finance cautiously in lend- 

companies and ing to high-risk 

housing finance customers or 

companies” companies” 
Abheek Barua, Rajesh Mokashi, 
Chief Economist , Executive Director, 
HDFC Bank Care Ratings 





jected into the system. Similarly, real 
estate developers, who staked large 
amounts of money in anticipation 
of a further rise in property prices, 
found themselves in a credit crunch 
situation and had to be bailed out by 
the banks. 

The liquidity situation of small 
and medium enterprises (SMEs) also 
worsened because of the global 
slump in demand. “They, too, had 
to be bailed out by banks,” says 
a banker. 

“Many traditional sources like 
IPO and ECB dried up—resulting 
in greater reliance on the bank- 
ing sector," says Shubhada Rao, 
Chief Economist, YES Bank. 

The situation, however, is imp- 
roving. “Bankers are slowly 
regaining the confidence to lend as 
the liquidity situation improves. 
There is surplus liquidity in the 
system to the extent of Rs 40,000- 
50,000 crore,” says Barua. Bankers 
however, are still cautious in 
lending indiscriminately to indi- 
viduals or to companies,” says 
Rajesh Mokashi, Executive 
Director, Care Ratings. 

If everything goes well, this 
additional money may lift the sag- 
ging morale of the Indian econ- 
omy. But if the global situation 
deteriorates further and foreign 
investors flee in numbers, the 
liquidity will once again vanish 
into thin air. And the same ques- 
tions may come to haunt us all 
over again. 


| 9 





3 iy መው 


What kind of recovery is more ዘህ 
to hap I 


lam probably more in "ti p. 


-L-shape or U- 





shaped | world. I think it's going to 
be quite a slow and prolonged 
effort to get things moving again. 


Do you think India will be able to 
sustain a respectable economic 
growth in the near future? 

If India can continue to move its 
economy forward at 6 per cent, 
which is the current forecast, then 
things will be good. You're not 
going to create the same number 
of jobs that you would at 8 per 
cent but you will bring new par- 
ticipants to the economy. 
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SUMEET INDER SINGH 


India Inc. Reworks Pay Norms 


The downturn is making firms change their salary structures, 
says a Mercer study. SAUMYA BHATTACHARYA 


FTER RIGHT-SIZING, INDIA INC. 
B now right-pricing its work- 
force. Faced with a cash crunch, 
companies are tweaking their salary 
structures and adopting a differen- 
tial package based on performance, 
according to a Mercer study on 
compensation. What's more, with 





Any kind of anomaly that 
crept in during the 
growth phase will now 
be looked at 


On a Merit Roll? 

m Beyond monetary benefits, companies 
are putting in place "total rewards 
strategy." It comprises a better 
learning experience, exposure to new 
projects and the work environment - 


a Cost to company isa ‘popular 
practice, but the definition of 
ሀር varies 


1 82 per cent of the companies - 
surveyed revise their pay slabs once 
a year, while 11 per cent review pay 
structures depending on the market 
conditions 


= Atthe ዐዐ level, incentives depend 

on global & regional performance of 

the organisation and the individual 
Source: Compensation Practices in India, 2000 (Mercer) 


16 BUSINESS TODAY DECEMBER 28 2008 


compensations getting rationalised, 
the incentives are also getting more 
intangible like—“holistic opportu- 
nity” and “favourable work envi- 
ronment”. 

In the last few years of expo- 
nential growth, fairly ad hoc ways of 
managing compensation had taken 
root. Anomalies had crept in be- 
cause salary bands and internal eq- 
uity (fairness of the pay structure) 
were not adhered to. This was the 
time of growth and ergo, there was 
pressure to retain and attract tal- 
ent, come what may. 

This resulted in a disparity in 
compensation for similar jobs, with 
no linkage to performance. “Any 
kind of anomaly that crept in during 
the growth phase will now be 
looked at,” says Gangapriya 
Chakraverti, India Business Leader 
(Information Product Solution’s 
business), Mercer. 

According to the study titled, 
Compensation Practices in India 
2008, the current situation has pro- 
vided organisations an opportunity 
to revisit the way they attract, re- 
ward and retain talent. More than 
70 Indian and MNCs in India partic- 
ipated in the survey. 

The survey found that though 
most companies in India use the 
cost to company (CTC) model, CTC 
was defined differently by differ- 
ent companies. The underlying fac- 
tor of the study is that these com- 
panies now realise talent is their 
only sustainable form of competitive 
advantage. “Organisations want to 
attract, retain, and develop high- 
impact employees to sustain busi- 
nesses over the long term,” says 
Chakraverti. 

Clearly, with competitive bench- 
marking for salary on the rise, the 
days of limitless, soaring salaries 
are over. 
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1 0 million: 

The number of tourists 
expected to visit 
India in 2010. India 
received 5.08 million 
tourists in 2007 
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E-commerce Goes High on Life 


From diamonds and MP4 players to lingerie and stamps—Indians are 






| » 
m MUMBAI 







buying and selling everything on the web. MANU KAUSHIK 


(© top 5 E-COMMERCE CITIES 


m DELHI 


line big time. More than a bil- 

lion hits were registered on 
the top online buying and selling site 
eBay in 2007 with shoppers bid- 
ding on everything from phones 
and diamonds to stamps and lin- 
gerie. Not surprisingly, the trend 
is most apparent in the business 
capital of Mumbai, says a recent 
eBay India Census 2008. Delhi, 
Hyderabad, Bangalore and Chennai 
make up the top five *online shop- 
ping" cities. The study is based on 


HOPPING IN INDIA HAS GONE ON- 


TOP 9 ITEMS 
BOUGHT IN INDIA 
ب‎ USB drives 

Value handsets‏ ب 

v MP4 players 

v USB MP3 players 
v Diamonds 











m HYDERABAD 


the buying and selling behaviour 
of Indians on eBay across top 100 
e-commerce cities in 2007. 

The real trend, however, is not 
that more people are simply shop- 
ping online. It's in what they are 
shopping for. The most popular 
items bought and sold include 
Indian stamps, UsB drives, handsets, 
MP4 players and diamonds. 

It's also apparent that Indians 
don't think alike when it comes to 
shopping. So, while people in 
Kolkata have a penchant for buying 


MOST INTERESTING ITEMS. 


BOUGHT 
m Ancient coins, African notes & medals 
m Hair trimmers, digital weighing 

scales & men's jewellery 


m Indian coins, regional 
movies—DVDs & VCDs 


Car care products & BlackBerry handsets 
Loose diamonds 









m BANGALORE 


massagers and stamps, Bangaloreans 
buy maximum car care products 
and Mumbaiites bid on ancient 
coins, old scripts and medals. 

Says Muralikrishanan B., 
Director (Category & Product Man- 
agement), eBay India: “Though the 
census covered data only for eBay 
shoppers, the data documents the 
broad trends in the online space.” 
The study also notes that e-com- 
merce is becoming mainstream with 
over 2,427 cities having recorded 
online transactions in 2007. 


SOLD 
m Jewellery sets 


m FMradios, fiction 
& textbooks 


m Magazines, inner wear & radio 
control games 


m Bags & sarees 
Dolls, car parts & accessories 





m CHENNAI 







YOU ARE SANIA MIRZA. YOU LIKE WEARING HIGH HEELS. YOU WERE A 
BOOKWORM IN SCHOOL. YOUR IDEA OF GOING OUT IS STAYING IN. 
YOU REMEMBER FANS BY THEIR FACES. YOU LOVE SLEEPING. YET, WHEN 
YOU SLEEP, ALL YOU DREAM OF IS HITTING EVERY BALL AS HARD AS 
YOU POSSIBLY CAN. YOU ARE SANIA MIRZA. YOU ARE 


SANIA MIRZA, TENNIS PLAYER, IS OFTEN SPOTTED AT THE GYM IN ገ 
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TOP OF MIND 
##Mumbai@ Twitter 


What is it? #Mumbai was what users who 
posted updates on the site Twitter had to put == m 
as the tag line when updating information ges 
about the Mumbai attacks. 8B -—————-—— 


Was there any new information online? Actually, 
between Twitter and most blogs, the amount of new information was low. 


Why? Twitter and most blogs about the Mumbai attacks were para- 
phrasing stories on TV channels and newspapers. 


So, didn't Twitter help at all? Yes, it did. There were some useful 
updates. The services also became places where citizens vented their 
feelings and planned protest rallies. 





KUSHAN MITRA 





Obama's Crack Team 


Barack Obama has announced his core team. Here's 
a look at who's who. SHALINI S. DAGAR 


Adversary to Ally 
4 Hillary Rodham Clinton, Secretary of State, 61 


The former first lady will be the new face of US diplomacy. Though not 
in-charge of an economic ministry, her stance will influence WTO 
negotiations and outsourcing. 

INDIA CONNECT: She has strong ties with both India and Indian Americans. 





Reassuring and Competent 
« Timothy Geithner, Treasury Secretary, 47 


The President of the Federal Reserve Bank of New York has an enormous 
task ahead of him as the details of the $700-billion bailout package get 
inked. He knows all about financial crises as he was part of the 
negotiations, which involved the Lehman Brothers and JPMorgan. 
INDIA CONNECT: He is believed to have lived in India in his early life. 





Brilliant and Outspoken 
4 Lawrence Summers, Director, White House National Economic Council, 53 





The former Treasury Secretary is expected to be the chief economic 
advisor to the Obama administration. Summers is known for his pragmatism. 
INDIA CONNECT: Only a visit to the country as Harvard University President. 





Legendary and Stable 
4 Paul Volcker, Head, President's Economic Recovery Advisory Board, 81 








| The former Chairman of the Federal Reserve was behind the decision to 
raise interest rates in order to tame inflation in the 1970s. 
INDIA CONNECT: A committee headed by Volcker named K. Natwar Singh 
as a beneficiary of Iraqi oil sales. | 
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ECONOMY 


WATCH 





The world's second-largest economy shrank 2 
for the last two quarters. The slowdown is 

expected to deepen as the crisis hurts exports. 
Source: Japan Centre for Economic Research — 


tn —— ኀወ፦ ኤአፊሐ፤ paad himii وو‎ ١ سض يحمت‎ 


French Economy This Year 
0.4 


0.3 
0.1 
The French economy contracted for the first 
time in five years in the second quarter. A 
forecast by the Bank of France predicts a 
further 0.5 per cent slump. 


Source: National Institute for Statistics and 
Economic Studies 


COMPILED BY MANU KAUSHIK 
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STANDING TALL. 
STEAMING AHEAD. 
CONFIDENT. 
WELL POSITIONED 
FOR THE 
NEXT BOOM! 





Apartments start ing from USD 1 3million. albarari 2 Gf 


Presenting The Excelsior. 
Luxury apartments at the Boulder Hills Golf and Country Club. 
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A world-class integrated community for an extraordinary lifestyle. 


Welcome to Boulder Hills Golf and Country Club. Spread over approximately 531 of the most picturesque green acres, Boulder Hills 

isa complete master-planned private township designed to the most demanding international standards. Where every necessity and 
convenience you want will be within easy reach in the township: homes, shops, hotels, offices, clubs and even a special economic 
zone. Oh yes, and the crowning glory? A glorious 18-hole championship golf course that runs like an artery through the township. 


Live. Work. Play. A whole new way to live at Boulder Hills Golf and Country Club. 


e Luxury Residences e 18-hole Championship Golf Course e Country Club e IT Park & SEZ e The Mall of Hyderabad © Luxury and Business Hotels 
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Bookings open for new apartment towers starting at Rs. 4,800/- per 0.093 sq. m. (per sq. ft.) 
Golf-course facing apartments with 2 balconies also available. Construction in progress. a 





Hyderabad Office: Boulder Hills Golf and Country Club, Manikonda Village, Gachibowli, MG E 
Hyderabad 500 032. Tel.: (+91 40) 6612 3456. Fax: (+91 40) 6612 3455. 
Corporate Office: Emaar MGF Land Limited, ECE House, 28 Kasturba Gandhi Marg, 
IN New Delhi 110 001. Tel.: (+91 11) 4120 3444, 4152 1155. Fax: (+91 11) 4152 4619. 
/ N Email: enquiries@emaarmgf.com CREATING A NEW 
APIC boulderhillspgemaarmgf.com Developed in association with EHTPL 


Images and features are indicative only and are subject to change in the best interest of the development. *Conditions apply. 0.0929 sq. m. = 1 sq.ft. www.emaarmgf.com 


bt trends 


POLICY WATCH 


Chidambaram’s Farewell Gift 


With the terror attacks making travellers even more reluctant to fly, this 
is the time to rationalise the high state taxes on jet fuel to bring them back. PUJA MEHRA 


Throw us a lifeline: A Parliament Bill set 
to make jet fuel a declared good could just be it 


EFORE LEAVING OFFICE, FORMER 

Finance Minister (now the 
Home Minister) P. Chidambaram 
had announced that North Block 
was willing to introduce a bill in 
Parliament to make jet fuel a dec- 
lared good, if the government could 
muster enough political support to 
see it through the legislature. On 
becoming a declared good, avia- 
tion turbine fuel (ATF) would attract 
a uniform sales tax capped at the 
rate of 4 per cent across all states. 

Domestic carriers are reeling 
under losses from high fuel costs 
even though global crude has re- 
versed its steep rise quite dramati- 
cally. Indian airlines, by and large, 
are more vulnerable to oil shocks as 
Indian states milk ATF, levying sale 
tax at rates of up to 40 per cent 
on domestic airline companies. The 
rates of the tax are ad valorem, 
meaning they rise progressively as 
the cost rises. Delhi, for instance, 
collected about Rs 3,300 crore in 
sales tax on jet fuel last in 2007-08. 
ATF in Delhi is 72 per cent more ex- 
pensive than comparable hubs in 
Singapore and Dubai—mainly cater- 
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ing to Indian passengers. 

International airlines pay the 
tax at 4 per cent. Hard-to-trim fuel 
costs thus make up more than half 
of the cost of operations for Indian 
carriers, making it tough for them to 
cut fares, attract more fliers and 
hope to fly out of near-bankruptcy. 
Indian airlines, including Jet 
Airways, are expected to end this 
year with combined losses of around 
$2. billion, almost twice as much 
as they lost last year. 


What Are . 
Declared Goods? 


Decades ago, the Parliament had 
prepared a list of declared goods to 
deal with just such a problem. The 
list includes among other items, 
rice, cotton, iron, steel, LPG, oil 
seeds and jute. It prevents states 
from heavily taxing these critical 
raw materials for revenues. The 
goods in the list attract a uniform 
value-added tax capped at 4 per 
cent. “Parliament had legislated 
the list of declared goods to pre- 
vent states from exporting taxes 
to other states,” says Satya Poddar, 





Partner (Global Tax Advisory 
Services), E&Y, India. He doesn’t 
recall additions to the list in the last 
two decades. 


What Will Making ATF 
a Declared Good Do? 


ATF is mostly bought and sold at 
airports in the metros, where states 
make a killing on the taxes. Last 
fiscal, Maharashtra, for instance, 
mopped up Rs 30,000 crore in total 
taxes. If ATF is enlisted as a declared 
good, the state will lose nearly 
Rs 900 crore, which airlines will 
save. Private airlines such as Liquor- 
baron Vijay Mallya’s Kingfisher and 
India’s largest private carrier Jet 
Airways, have been lobbying hard 
with the government for a fair tax 
regime for ATF, which was tradi- 
tionally a high-tax item owing to the 
categorisation of aviation as a high- 
end service. The low-cost carrier 
model changed this notion forcing 
the Centre to rationalise taxes on 
the fuel earlier this year. Airlines 
have welcomed Chidambaram’s 
announcement. 


ዝዛኛኣዛበዝ LIWY 


SHOULDN'T 
SOUND 
SOUND REAL? 





Uc 
JOU! OIDNL 


Id "AL eo Iny1eMod IOJ punos 
peJeseul ሆን 


- 
/ 
Y 
- - 
n KÍ 
aud I ም 
مذ‎ /ቸ 
¬" I 
J 4 ~ 
ሠ 
ym — መ 
~~ ሥሜ 
` ) 
— x 
^ 
wh 4 
መጭ v — 
"^ | 
57 = 
a -- 
< 
"X 
~ — 
١ p 
M J —_ < 
N . 
4% ——» 
~ | 
! lj "^ 
— | 
~ » 
-“ Í 
ኤፌ = 
x 
-' 
P ب‎ c ت‎ 
U .— f 
ما‎ ] 
— د‎ E 
) ( 
f, ፌ 
a -ጌ፡ 
oo 
| 5 - 
z — 
= መው 
- à" = 8 
— v 
ሥ 
T w 
) 
L ~ 








@ LG 


Life's Good 










ONE CALL DOES IT ALL | ONE CLICK DOES IT ALL ን TT ኻ 

e To check your favourite LG Product log on to www.lgindia.com, Customer Helpline: happycalls@igindia com, — 

igservice@igindia.com | Regd. Office: LG Electronics India Pvt. Ltd., Plot No. 51, Udyog Vihar, Surajpur Kasna Road, Greater Noida-201 306, U.P. 
www.lgindiacom | For Corporate/Institutional enquiries, please write to enquiries@lgindia.com 


Î 1800-180-9999 


SERVICE 
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- BOOMING 
- UNDERGROUND 


Underneath the thousands of portals and social networking 
sites we visit, lurks a flourishing underground market for fraud- 
related services. According to a recent study titled ‘Report on the 
Underground Economy’ by Symantec’s Security Technology and 
Response (STAR) organisation, the total value of these goods 
could be over $276 million (Rs 1,380 crore) between July 2007 
and June 2008. Here's how the Internet underground makes its 
money and why it is hard to nail. RAHUL SACHITANAND 








| < SAFETY FIRST 

Y A The underground economy is geographically diverse 
and generates revenue for cyber-criminals. North 
America hosted the largest number of such 

servers—45 per cent of the total. The geographical locations of 

these servers are constantly changing to evade detection. 


What is to be done: 
© USE FILTERING and anti-spam software 
© REGULARLY UPDATE security software such as anti-spam solutions 


@ LIMIT PRIVATE information on computers, especially if it is an office 
machine 


ወ YOUR WIFE'S or your pet's name isn't a great idea for a password. 
Neither is '123' or your birthday 


© AVOID THE remember password’ selection provided on most 
websites. Hackers could gain control of your computer and steal this 
information 





PHISHING FIGURES 


India is a fast-growing Internet market and most 
new consumers are unsuspecting browsers—easy 
_ prey for hackers. India has 81 million Internet 
. users, according to an Internet Governance Forum 
report, released in December and. attacks seem to 
be | increasing every day. 


ee 


=. SYMANTEC HAS observed over 1,000 unique 






- ip .: a sie n machines. 
ee Zombie is a term | y to a ur that has 
ben compromised | 1 


SERVER LIFESPANS 

What makes enforcement harder is the very 
nature of IRC (Internet Relay Chat) servers; they 
can be set up and taken down quickly—within 
10 days. One of the largest observed IRC servers 
had 28,000 channels and 90,000 users. Here's 
the average lifespan of IRC servers. 


2% 


O 
ا‎ 36% N 
0 Less than 


days 4 
F — 18310365 days ] days 


41% 
7 to 30 days 





16% 








Identity Theft 
Information 
10% | 
ee Server Accounts 5 
8% ፡ | TO BE PRECISE 
inancial 1 
<1% Compromised Accounts — | Spam and 
Computers | - phishing | | 
<1% Malici 6% — information “The world is not going to miss 
DUIS - <1% Website participating in an economy growing 
Accounts between 7 and 8 per cent” 
<1% Online A.M. Naik, Chairman, Larsen ርት Toubro (LÆT), talking 


about the impact of the recent terror attacks in Mumbai, 
in BusinessWeek online 


Gaming Accounts 


99% F <1% Financial 
Credit Card Information ም. Theft Tools 





“This can happen in London 
or New York; you need to 
take sensible precautions. 
Mumbai 15 incredibly 







` TOP THEFT: CREDIT CARD DATA 


Credit card data is by far the most sought-after information 







by scamsters. Over half the demand from hackers scanned by r esilient; the local 
. Symantec was for credit card data, with identity information— communitv will 


. user names and passwords, for example—a distant second. 


P as 
- The bad guys use a complex network of IRC servers to advertise get on wit life 


. their services. Alan Rosling, Executive Director, 
14 DIM ረች Tata Sons, in Business Standard 


x WHAT THE HACKERS NEED 
_ Getting hold of tools to hack into accounts comes at a price. 


“I am confident that the people of this 
country, when they look back at five 












. And like any other economy, prices are based on supply and years of UPA rule, will applaud its | 

. .. demand. Like buying produce from a wholesale market, some economic performance under the guidance 

. Software could even be bought in bulk. of Prime Minister Manmohan Singh" 

m E. LT WC n] —— —  — — ME au P. Chidambaram, Home Minister, to PTI 
PT لوعي‎ OE " “The us bailout of AIG, the 

x 8(0ሀ/0በ፻ሀሀ(፳8888 33 

. - (:):ሀ0::2:ዋ፡ Lehman bankruptcy and related 

LF Scanner I 23 developments have had an 
oa XSS Scanner EM 20 All figures in $ 


overall negative 
impact and this will be 
prolonged before we 
see any recovery” 
S. Gopalakrishnan, CEO, 
Infosys, on the impact that economic 


slowdown will have on Infosys, 
in The Economic Times 


UNDERGROUND SUPERMARKET 

Hackers have their pick of illegal commodities, ranging from 
confidential bank data and credit card details to complete 
personal identities. What's worrying is a complete identity is 
available for Rs 45 and credit card data for as little as Rs 25. 










Rank for ^ Goods and Services Percentage Price Range 
for Sale 


Bank account credentials $10-$1,000 
16 
l 


Credit cards with CVV2 0.50-$12 


number ° 
E-mail a $ 
E-mail pa $ 
















“In the worst circumstances, we 
would be able to export 100,000 


A-Stars next year” 


RE. Bhargava, Chairman, Maruti Suzuki, on the target 
of exporting 150,000 cars to Europe, in Business Standard 


0.30/MB-$40/MB 
4-$30 
$0.90-$25 


Sale 
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DEMERGED: By 
Ahmedabad-based tex- 
tiles conglomerate 
Arvind, its branded 
apparel and retail 
businesses into two 
separate companies as 
part of its plan to raise funds later. 
Both the demerged companies will be- 
come subsidiaries of the company. 
Arvind's branded apparel business will 
be merged with Arvind Lifestyle Brands 
and its discount store chain Mega Mart 
with Arvind Retail. The demeger will 
come into effect from April 2009. 





Sanjay Lalbhai 


RANKED: India at #4, among the 
top 10 nations of the world with 81 
million Internet users. United States 
leads the chart with 220 million 
Internet users followed by China (210 
million) and Japan (88.1 million). 
India, however, does not find a place 
among the top 10 nations in terms of 
broadband connections, where too the 
US stands first with 73.2 million con- 
nections. 


DIPPED: The sale of motorbikes and 
cars in November, with Maruti Suzuki 
India, the country's largest carmaker, 
reporting a 27.4 per cent decline in 








sales, its biggest fall this financial 
year. The company sold 47,103 cars 
in November compared to 64,885 in 
the same period last year. The coun- 
try's second-largest vehicle manufac- 
turer, Tata Motors, reported a 30 per 
cent decline in total sales (down to 
32,696 units from 46,947 vehicles 
sold in November last year). In the 
two-wheeler segment, Hero Honda 
Motors reported a near-flat growth of 
0.4 per cent with 289,426 units sold 
in November. 


ALLOWED: Restarting of trade on ex- 
changes in four suspended commodi- 
ties—soya oil, chickpea, rubber and 
potato. The Government of India had 
suspended trading of these items in 
May this year, to rein in rising prices. 


ANNOUNCED: Buy- 
back of 10 per cent of 
shares for up to $250 
million by Anil Agarwal- 
controlled Vedanta 
Resources. The London- 
based company has $5 
billion in cash. Vedanta, which has 
copper, aluminium and zinc operations 
in India, has seen its value slump 75 per 
cent this year in London trading. 





JUST WONBENING... 


HAT HAPPENED TO THE INVESTMENT 
Commission set up by the govern- 


m zea C uma jen Reo 
f w esas Weary Me PILE SEDE Comme "ጭህ 
“Sth eer aw & aca ee ru mm t 


"estet Comme presents "ጋርና t PM 


Little action: The Commission's 
webpage has no updates after 2006 





ment with much fanfare in December 2004 
with the objective of, among other things, im- 
proving FDI flow into India? The commission, 
comprising Ratan Tata, Deepak Parekh and 
Ashok Ganguly, did submit a 100-page report 
in March 2006 identifying major impedi- 
ments to higher investment in India and 
setting forth broad recommendations to im- 
prove the investment climate. Post-report 
the panel appears to have gone into a limbo, 
if little information in the public domain 
about its functioning is any indication. Its of- 


ficial website www.investmentcommission.in too is bereft of any details. In 
December 2007, the government extended its term by two years—though 
many of its recommendations continue to remain on paper. 


N. MADHAVAN 
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SLOW NET 
GAINS 





is የመረራ with ተው ናቸ | 
a lowly 153 in the number of IP 


addresses. per capita, with around - 


2.3 IP addresses per capita, com- 


pared to 30 for China and 360 i in 
the case of the US. 
Another worrying fact is that 
despite the hype over broadband, 
Indians for the most part were 
stuck with slow-speed Internet 
access. According to the report, 
only 5 per cent of browsers sur- 
veyed had connection speed of 
2 mpbs or more, compared to 


64 per cent for the US. However, 


there was progress on this front, 
with the number of connections at 
256 kpbs pegged at 74 per cent. 


RAHUL SACHITANAND 


INSTITUTE OF MANAGEMENT, CHENNAI 


DISCOVER GLOBAL POTENTIAL 





Great Lakes Institute of Management, founded by Prof. Bala V. Balachandran, J.L. Kellogg 
Distinguished Professor of Accounting & Information Systems, in its fifth year is the fastest 
progressing B-School in India. Great Lakes offers a one-year Post Graduate Program in 
Management that instills a global outlook enriched with cross cultural values. 


The Edge: Application Procedure 
= One-year fast-track, residential Program. 


= High Powered Business Advisory Council comprising of prominent business 
heads like Mr. Ratan Tata, Mr. Kumarmangalam Birla, Mr. Jamshyd N. Godrej, 
Mr. Ramadorai & Mr. Narayana Murthy. 


a Academic Advisory Council comprising of leading academicians like 
Dr. Philip Kotler, Dr. Aswath Damodaran, Dr. Raghuram Rajan, 
Dr. Finn E. Kydland, Dr. Seenu Srinivasan amongst others. 


= Luminaries who have visited Great Lakes include the likes of Dr. Philip Kotler, 
Mr. Ratan Tata, Ms. Indira Nooyi, Dr. Y.V. Reddy & Dr. Eliyahu M. Goldratt. 


= 100 % Placement record since inception with companies like British Petroleum, 
Cognizant, Godrej, HCL, HSBC, Infosys, L&T, Tata Group, TCS, Wipro 





amongst others. 
MoU with: 
TT YALE NN N 
Stuart School of Business gu 4 N any ang 
ILLINOIS INSTITUTE OF TECHNOLOGY ux UNIVERSITY *"* Technological University 





24, South Mada Street, Srinagar Colony, Saidapet, Chennai - 600 015. Phone : 044-42168228 | www.greatlakes.edu.in | Email: query © greatlakes edu in 
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BUSINESS TODAY-ERNST & YOUNG 


Deal Watch 


Every month, we bring you a listing of the biggest deals struck by 
Indian companies in India and abroad. Here are the deals struck in 
November 2008. 


Deal of the Month: In an attempt to expand footprints in the high growth skincare market in 
India, Dabur India acquired a 72 per cent stake in Fem Care Pharma in an all-cash deal for a total 
deal value of Rs 203.7 crore, valuing the firm at Rs 282.4 crore. The acquisition will be 
funded through internal accruals and Dabur is also likely to make an open offer for another 20 
per cent stake. 


Impact Analysis: After successfully integrating the earlier acquisition of Balsara, this deal is 
a logical extension to Dabur's overall strategy to aggressively expand its scale of operations and 
strengthen its presence in the FMCG segment. Fem Care's acquisition will not only bolster Dabur s 
position in India but also scale up its position in West Asia. 





TARGET ACQUIRER INDUSTRY DEAL VALUE 
































(Rs crore) 

Tata Teleservices — -  NiTDoCoMo — — à 11 à Telecommunicaton Investment 1,010. — 26 

Tata Teleservices Maharashtra —  TataSonsand NTT DoCoMo Telecommunication Investment — 949 — 20 

SKS Microfinance Sandstone Capital, Kismet Capital Banking & Financial Private Equity 366 i NA 

 ............,1, andSVBindaCaptalParmrs Services .9 . . . . . . . . - 

Orient Green Power Olympus Capital, Bessemer Infrastructure Private Equity 275 NA 

FEM Venture Partners and Shriram EPC — — .. ... . . . .  .  .0( . . 

Fem Care Pharma Dabur India | E Consumer Products Acquisition 204 iz 

MV | — ee Real  9ፉ — የን ውና መሽ 

Blue Foods Indivision India Partners Consumer Products Private Equity 150 50) 

Edible Oil Refinery x à— — - ዚቪዚ9,.08 — à 3$ .ታ፥ 015635 Acquisition — 125 100 

India Foils  ESSDEEAluminum Manufacturing = investment 120 .— .— NA 

Ujjivan Financial Services Sun Apollo Ventures Banking & Private Equity 94 NA 

nme ee ‘Financial Services | 

International Asset HDFC Bank, Tata Capital Banking & Private Equity 90 NA 
Reconstruction Limited, ICICI Bank, Standard Financial Services 

Bank and Netherlands 
Gemini Equipment and Rentals Berggruen Holdings and Real Estate Private Equity 75 80 
Cycladic Capital Hospitality & 
| Ec ES c is | Construction ረር ad M 

Viraj Forgings .. ë -. Mining&Metals — Acquisition 62 ( 100 

TeleDNA Communications = Peepul Capital . Telecommunication Private Equity 90 NA 

Sugar Milling Complex — lam International — — Miscellaneous Acquisition 30 — 10 

Kotak Urja Kleiner Perkins Caufield & Byers Automotive and Private Equity 40 NA 

. andSherpaloVentues = Industrial Products - 


Ernst & Young is a leading M&A advisor in India. While every care has been taken to compile this data, it is based on media reports, company announcements and other 
secondary research. Any decision on the basis of the above mentioned information should be taken only after professional advice. Business Today or Ernst & Young do not 
undertake any responsibility in regard to any such decision. Includes only M&A, private equity and brand sale transactions Not a complete list 
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Any location becomes a productive office with the right 
equipment. Like Kyocera copiers, printers and Multi-Function 
Printers with ECOSYS* proprietary technology that delivers higher 
performance with longer maintenance cycles. Our eco-friendly 
technology also reduces replacement parts and waste while | 
increasing recyclable components. Kyocera technology absolutely 
delivers on every factor to minimize your Total Cost of Ownership. 
And that's the bottom line for any office, wherever it may be. 


* Kyocera's acclaimed concept of environmentally-friendly products. 
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2007 highly prestigious 2007 KM-8030 awarded 2005, 2006, 2007 and 2008 
5 star "EXCEPTIONAL" "Highly Reliable” in voted "Editor's Choice" in leading guide 
award by end-users survey. 2,000,000-impression durability test. for office equipment. 


"or additional information, please contact: 
KYOCERA MITA India Private Limited 


“irst Floor, ORCHID CENTRE Sector-53, Golf Course Road, Gurgaon,India 
fel:0124-4671000 Fax:0124-4671001 





እን KYOCERA 


$4010 23:4 MITA Corporation www.kyoceramita.com 
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Chidambaram’s record as Finance Min‏ م 





Current 


ister resembled that of the economy 


he presided—high on potential, low on performance. PUJA MEHRA 


ORD FROM RAISINA HILL IS THAT BABUS 
are shuffling into the Home Ministry 
three hours sooner than they were till 
December 1. The new Home Minister, 
P. Chidambaram, is a workaholic. For 
the hapless bureaucrats, many in Chidambaram’s for- 
mer team in the finance ministry recommend stocking 
hordes of domain knowledge, common sense and 
smelling salts! 

In the finance ministry, Chidambaram was tough, 
though not unpopular. Outside of it, he was unpopu- 
lar, though not tough. 

Much of the unpopularity comes from his arrogance 
and an acute impatience with the unintelligent or un- 





THE HIGHS & THE LOWS: Chidambaram's Perfo 


Arrogance and an inability to neutralise opposition cost P. Chidambaram 
the successes he could not get and the credit for those that he did. 
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informed. That would be majority of Indians. He 
would walk out of live TV interviews if the questioner 
faulted on facts. 

Quite like Arun Shourie, the Disinvestment 
Minister in the NDA government, Chidambaram ex- 
pects everyone, including detractors, to accept his 
logic and sincerity. Unlike Shourie, though, he lacked 
the strong support of the Prime Minister—support to 
push reforms that are needed but unpopular. One ex- 
ample is raising the FDI cap in insurance to 49 per cent 
that he proposed in the 2004-05 Budget. What did- 
n’t help is also the fact that he became the face of the 
government even on matters unconcerned with his 
ministry. If food prices ran up, he was questioned 
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more than Food Minister Sharad Pawar. 

Yet, there is an overbearing feeling even among his 
admirers that he didn’t persevere to win good will or 
make friends, if not for personal benefit than for the 
sake of the reforms. Wherever his reforms agenda re- 
quired the concurrence of varying interests even in 
his own party—not to talk of the Opposition or the 
Left—Chidambaram didn’t push through. He didn’t 
meet the Left leaders even once for the much-needed 
banking or pension reforms, except in the Parliamentary 
committee meetings. The Congress Working 
Committee went ballistic over his proposals for 
minor doses of divestments. 

Where he was the boss, reforms moved on 
unimpeded. Tax revenues more than doubled, lift- 
ing the tax to GDP ratio to 13 per cent from 
9.2 per cent in 2004-05. Chidambaram’s 
job was also to find the funds for the 
UPA's Aam Aadmi agenda, which he 
did well. Spending the money he 
raised was the job of his Cabinet col- 
leagues. They happily got fund al- 
locations from him, but floun- ف‎ 
dered in taking the money to the py 
Aam Aadmi. Even after spending 
Rs 225,000 crore on poverty al- 
leviation that Chidambaram 
painstakingly collected from taxpay- 
ers, the UPA faltered on the goals. The 
taxpayers’ annoyance was directed at 
him, because for them the collector of 
money should be the one responsible 
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for the delivery of services. 

As a columnist, he had lashed out in 2003-04 at 
the NDA’s Budget: “Mr. (Jaswant) Singh does not realise 
that central government expenditure is a bottomless 
pit.” He didn’t mince his words with state chief ministers 
at a National Development Council meeting in December 
2007: “It is taking Rs 3.65 to transfer a rupee of benefits 
to the poor. Without efficiencies, the Public Distribution 
System could become an albatross around our neck.” 
Though he didn’t have the powers to plug 
the punctured delivery systems, 

Chidambaram did well to control the re- 
lease of funds, which kept the Centre’s 
plan expenditure within budget for four 
years. And if this year, the government has 
spent more than Chidambaram’s budget, 
it is because he couldn't dissuade the UPA 
to veto Rahul Gandhi’s call for going 
pan-India with the National Rural 
Employment Guarantee Scheme. 
The scheme spent unexpectedly 
high amounts this year, which 
along with the mounting fuel 
subsidy tab, breached the 
deficit target. 
The jury is still out on 
whether it was a bad call or 
arrogance that put him in con- 
flict with the Reserve Bank of 

India in the growth-versus-inflation 

debate that raged at the beginning of 

2008. The head-strong, conservative 

Governor, Y.V. Reddy, who en- 
joyed a direct line to the Prime 
Minister discounted Chidambaram 
repeatedly and ultimately proved 
to be the one to have got it right. 

Had Chidambaram not erred in his as- 
sessment of the various global eco- 
nomic shocks this year, the Indian econ- 

omy might have been better prepared 
and in better shape today. 

Fortunately for him, being in the 
Home Ministry will give him a chance for 
redemption. Right now, the fortune of the 
economy is more strongly linked to national 

security than ever. Other than liquidity, se- 
curity is what Indian business is looking 
for most. If he can deliver that to India Inc. 
even in the limited time available to him, 
people will go back to referring to him as the 
man who delivered the dream budget, that 
too in a coalition government. 
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2008 was supposed to be 


Tata Motors’ date with م‎ 
destiny, but how 4 
things have changed! 
So, is it their fault or are 
they just a victim of 
circumstances? 


KUSHAN MITRA 


“The celebration will really 
come when we have seeded 
the market with a reall 
acceptable product pe d we 
have revolutionised the 
manner in which people 
can travel.” 
— Ratan Tata, January 9, 
2008 in an interview to 
Business Today 


“You cannot run a plant with 
police protection, you 
cannot run a plant 
when bombs are being 
thrown, you cannot run ሚ 
a plant when workers are 
being intimidated.” 
— Ratan Tata, October 3, 2008, to 
the media in Kolkata while 
announcing Tata Motors’ 
withdrawal from Singur 


008 WAS SUPPOSED TO BE THE 
biggest year for Tata Motors 

since the company’s incep- 

tion at the end of World War it in 
1945. Chairman Ratan Tata's vision 
for creating a global empire en- 
compassing the entire gamut of 
motorised vehicles was coming true. 
On January 10, the day the com- 
pany launched the Rs 1-lakh Nano, 
he was the toast of the global me- 
dia. The unveiling of the car at 
New Delhi's Pragati Maidan was 
thronged by thousands of media- 
persons, and by October, the Nanos 
were supposed to be leaving the 
Singur factory in their thousands. 
In addition, just as the Nano 
was about to be unveiled, Tata 
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Motors was entermg ^ —€ 
the final stages of negotiations with 
Ford Motor Company to take over 
Jaguar and Land Rover, two storied 
British brands. After the 2007 ac- 
quisition of Corus by Tata Steel, 
Ratan Tata had become the poster 
boy for “reverse colonialism”. But 
it all went awry. 

Tata Motors’ very reach, or 
over-reach, as some might argue, 
has led to things getting pear- 
shaped. Tata Motors net profit for 
the half year ended September was 
down 32.3 per cent to Rs 673 crore 
over the same period in 2007-08. 
This was despite revenues actually 
increasing 10 per cent to Rs 14,007 
crore (net of excise). The bottom 


hanks to an unprecedented drop in 
sales of medium and heavy com- 
mercial vehicles, which remain the 
company’s bread and butter. 

“In 2008, possibly for the first 
time in the auto industry, key mar- 
kets across the world have together 
gone into a downturn,” says a Tata 
Motors spokesperson. “The down- 
ward cycle in India is due to a severe 
lack of financing. Banks are refusing 
to entertain requests from small cus- 
tomers or first-time owners. On the 
other hand, customers whose re- 
quests banks are ready to consider, 
are getting dissuaded by high inter- 
est rates. This is particularly so for 
buyers of commercial vehicles.” 
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The Siemens answer: Digital engineering for more flexibility 
and lower costs. 


What businesses need today is the ability to react to market needs — quickly and flexibly. We are the only company worldwide 
providing products and solutions that cover the whole product lifecycle: from virtual product design and development right 
through to manufacturing. This saves valuable time and makes products more affordable. www.siemens.com/answers 


Answers for industry. SIEMENS 
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Tata Motors has faced a down- 
turn before. In 1997-98, commer- 
cial vehicle sales collapsed from 
2.21,676 units to 1,43,8 14 units 
and further down to 1,29,822 units 
in 1998-99. The industry and Tata 
Motors could break the hoodoo 
only in 2003-04. 

The company acknowledges that 
behind the platitudes of Ratan Tata 
wanting to make a passenger car, 
there was a very real reason of de- 
risking the company. The Indica 
hatchback and the Indigo sedan 
were a result of this. The same goal 
also led the company to focus more 
on Light Commercial Vehicles; the 
success of the Ace has been one 
bright spot for the company over the 
past two years. Besides, the com- 
pany realised that it needed to in- 
crease its geographic base, which 
started with the acquisition of bank- 
rupt Daweoo Motors’ commercial 
vehicles unit, now Tata-Daewoo 
Commercial Vehicles. 

“Tata Motors has a comprehen- 
sive strategy for sustainable, prof- 
itable long-term business growth, 
and is executing the building blocks. 
These building blocks allow us to 
post strong growth, as we have seen 
in the last decade, and we are also 
better positioned to mitigate the 
fallout of a downturn,” the com- 
pany spokesperson adds. In addi- 
tion, the company is also trying to 
get Tata Motors Finance to finance 
more of its vehicles: the company fi- 
nanced 34 per cent of all vehicles in 
2007-08, up from 31 per cent in 
2006-07, and the number might 
climb sharply this year. 

But analysts are still worried. 
The 9.5 per cent de-growth in sales 
of heavy commercial vehicles is 
adding to the pessimism. The com- 
pany has had to shut production at 
its Jamshedpur, Lucknow and Pune 
facilities for short periods, which 
has worried several analysts. “It is 
also necessary to ensure that pro- 
duction matches demand so as 
to avoid unnecessary build-up of 
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NOT OK TATA 


What has gone wrong? 

Demand for Tata Motors’ bread and 
butter medium and heavy 
commercial vehicles is slipping, 
down 9.5 per cent during 
April-October 2008. Passenger 
vehicle sales, too, have dipped 
sharply in November. | 


Why? 

The core reason is the slipping 
economy and the reluctance of. 
banks to extend credit to small 
transporters. Even for those with 
access to credit, high interest rate 
is acting as a deterrent. 
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How is the company 

countering this? 

Their arm, Tata Motors Finance 
is financing a greater proportion 
of sales. 


Is that all? 
Not quite. The credit crunch has also 
directly impacted Tata Motors 
because they have been forced to 
raise money through public fixed 
deposits to fund ongoing operations. 


———————eÀ—  — — m 


And what about Jaguar and 
Land Rover? 

The weakening economy and high 
fuel prices earlier in 2008 led to a 
collapse of Land Rover sales. The 
new XF sedan has boosted Jaguar s 
sales. Tata Motors claims that 
Jaguar is making money. 

And the Nano? 

The company claims that the Nano 
is on-track and the first cars will 
roll out in late-January or early- 
February 2009. 








inventory. For this, we have taken 
limited-period closures at our com- 
mercial vehicles manufacturing fa- 
cilities. But, for such steps, our over- 
all objective of sustainable, prof- 
itable growth will get jeopardised,” 
the company claims. 

But what has really worried an- 
alysts—which is why most scrip 
reports on Tata Motors are nega- 
tive—is the huge debt burden that 
is crushing the company. Tata 
Motors bought Jaguar and Land 
Rover for $2.3 billion (Rs 10,810 
crore) finalising the deal in June 
this year, and needed more funds to 
repay the one-year bridge loans 
that it took to finance the buy. In 
the half-yearly presentation to in- 
vestors, the company admitted that 
the Rs 4,200-crore rights issue, 
while fully subscribed, was rescued 
by the underwriters and the pro- 
moter company. 

The company has also been 
forced to sell part of its stake in 
Tata Steel for Rs 485 crore back 
to group holding company Tata 
Sons to raise additional funds. 
And recent advertisements in fi- 
nancial dailies have indicated that 
the company is starting a fixed 
deposit scheme, that as per guide- 
lines, can raise up to Rs 2,700 
crore, which will be used to 
finance ongoing requirements. 

But the company is not unduly 
perturbed. According to them, the 
new Indica Vista is a smash-hit and 
currently has a six-week waiting pe- 
riod. And while sales of Land Rover 
are down, sales of Jaguar have ac- 
tually improved over the past few 
months aided by the introduction of 
the new Jaguar xr. In 2009, the 
company hopes to start rollout of 
the Nano early in the year and even 
plans to launch the Jaguar brand in 
India later in the year. The slow- 
down between 1997-2001 impacted 
Tata Motors because they were not 
diversified; the 2008 attack has hit 
them hard precisely because of the 
Opposite reason. 
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The Siemens answer: An efficient energy conversion chain with the world’s 
most efficient combined cycle gas turbine, saving up to 40,000 tons of CO 


Delivering environmentally friendly energy means: generating and transmitting power more efficiently while enablir 
distribution. Being the only company worldwide that offers solutions covering the entire energy conversion chain, we d« 


innovative ways to reduce emissions: for instance our newest gas turbine which will enable the combined cycle plant in 
Germany to save up to 40,000 tons of CO: per year while powering a city of 3 million people. www.siemens.com/answers 


Answers for the environment. SIEMENS 
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Starting Up All Over Again 


HE PROMOTERS OF ZANDU PHARMA AND FEM CARE 

Pharma recently sold their stakes at attractive 

valuations. All the deals were struck above the 
prevailing stock prices of the two companies, an envi- 
able feat considering the depressed economic and mar- 
ket conditions. Business 100375 VIRENDRA 
VERMA caught up with four promoters to find out 
the reasons for sale, their future plans and, more 
specifically, what they intend to do with their piles of 
cash, a precious commodity that’s hard to come by in 
these times of a severe liquidity crunch. 


NAME: Girish G. Parikh AGE: 62 
COMPANY: Zandu Pharmaceutical Works 
STAKE HELD: 36% (with family members) STAKE SOLD: 30% 
REASON FOR SALE: Had to compromise with Emami 
NEW AREA OF FOCUS: Not yet decided 
HIS MAN FOUGHT A BITTER CORPORATE BATTLE WITH 
1 Emami to prevent the takeover of Zandu Pharma 
after the other promoter group, the Vaidyas, sold their 
stake in May. The Parikh family contested the sale by 
claiming first right of refusal. The hostilities ended 
amicably in October with the Parikhs entering into a 
share purchase agreement with Zandu, which, in turn, 
has included Girish Parikh and his brother D.M. Parikh 
on its board. So for next one year, at least, the brothers 
will be busy guiding the company and its new owners 
especially in research & development. “I’m sad that we 
parted with a company that is over 100 years old,” 
says Parikh, but is quick to add that the Parikh family had 
to do so in the interest of shareholders, the company and 
its employees. “Joint management would not have 
been a smooth path,” says Parikh. The Parikhs have not 
yet decided on what to do with the 
money. “There are a lot of mem- 
bers in the family, and so let 
each of them decide what 
they want to do with 
their money,” says 
Parikh. Other than 
being involved with 
the affairs of 
the company, 
Parikh plans to 
~~") devote his time 
— to philanth- 
. ropy and 
religious 
activities. 
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NAME: Dev Kumar Vaidya AGE: 43 

COMPANY: Zandu Pharmaceutical Works 

STAKE HELD: 11.8% (with family members) STAKE SOLD: 11.8% 
REASON FOR SALE: Conflict with the other promoter group 

NEW AREA OF FOCUS: Winery, specialty plastics 


DIDN’T SELL MY STAKE TO EMAMI JUST FOR MONEY. 

[ wanted to sell to someone who can manage the 
company better than the present management.” That 
was Vaidya’s excuse for cashing out in May this year, 
after he was denied a seat on the Zandu board by the 
other promoters (the Parikhs). Vaidya and his sister sold 
their combined stake of nearly 24 per cent to Emami 
at Rs 6,900 per share netting him around Rs 65 crore. 
He has no regrets that Emami paid the other promoter 
group, the Parikh family, 16,500 per share (in October) 
for their 30 per cent stake. Vaidya’s financial 
advisors, Fortune Financial and Anand Rathi Securities, 
have locked the booty for seven years into venture cap- 
ital funds and fixed deposits. “I’m lucky—after I sold 
the stake, the stock market fell sharply,” he says. His 
advisors are working on business plans for setting up 
a winery and manufacturing special plastics, areas 
that Vaidya thinks have great growth potential. In 
addition, Vaidya, along with his wife and daughter, 
have launched NDS Technology for developing newer 
technology and intellectual property rights. 
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The Siemens answer: Early detection and prevention. 





Our Innovations combine state-of-the-art laboratory diagnosis, imaging technologies and | 
an earlier prevention and more specific diagnosis thus enhancing patient care. 
www.siemens.com/answers 


Answers for life. SIEMENS 
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NAME: Sunita Ramnathkar AGE: 53 

COMPANY: Fem Care Pharmaceuticals 

STAKE HELD: 27.92% (with family members) STAKE SOLD: 27.92% 
REASON FOR SALE: No successor for the company in family 


NEW AREA OF FOCUS: Taken 25 per cent stake in US-based Mitchell Inc.,.a 
firm selling cosmetics to African-Americans 
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IKE HER BROTHER SUNIL, SUNITA RAMNATHKAR IS 
Iso very clear about what she wants to do: she 
plans to devote time towards branding and marketing 
of cosmetics for Mitchell Inc., a Florida-based company 
in which she took a 25 per cent stake about a year ago. 
She bought the stake when Mitchell Inc. approached 
Fem Care to manufacture cosmetics for them. After the 
stake sale, Dabur will continue to manufacture the 
products for the American company. “It’s a small com- 
pany, but has great growth potential," says Ramnathkar, 
who, however, has yet to make up her mind about what 
to do with the money that she will get from the sale of 
her 27.92. per cent stake in Fem Care. Her work for 
Mitchell Inc. will not be something new as she has 
done the same for Fem Care over the last 27 years. 
Incidentally, it was Ramnathkar who chose model- 
turned actress Sonali Bendre for the “Gori Gori” ad for 
Fem skin cream, which proved to be 
extremely popular. Like her 
brother, she, too, is not 
worried about the future 
| of Fem Care, which, she 
É believes, will continue to 
maintain its leadership 
position in bleach, hair 
removing cream and 
liquid soap segment 
despite the presence of 
leading multinational 
companies. 


NAME: Sunil Pophale AGE: 52 

COMPANY: Fem Care Pharmaceuticals 

STAKE HELD: 39.36% (with family members) STAKE SOLD: 39.36 % 
REASON FOR SALE: No successor for the company in family 

NEW AREA OF FOCUS: Specialty chemicals 






























'M GOING TO RETIRE AND PLAY GOLF” PAT COMES THE 

reply when Sunil Pophale is first asked what he is 
planning to do after selling his entire 39.36 per cent 
stake in Fem Care to Dabur India at Rs 800 per share. 
But on a serious note, he says he plans to get into spe- 
cialty chemicals that are used in pharmaceuticals in- 
dustries. He has got the specialty chemicals 
division of Fem Care to begin with, as Dabur has- 
n’t taken over this unit. Pophale and his sister 
Sunita Ramnathkar had a unique reason for selling 
the company that he founded 27 years ago. 
“There’s no one to succeed us,” he says. Pophale 
and his sister have two daughters each and they 
have no interest in the business. The reality of 
it dawned upon him two years ago during a 
presentation on succession in a business fam- 
ily. Pophale says he was not too worried by his 
decision to sell out as the company has strong 
brands that are doing very well; besides it 
has sound growth plans for the next four 
years. “End move is as good as the opening 
move in a business,” says Pophale, drawing an 
analogy with chess. Apart from grooming the 
specialty chemicals business, Pophale plans 
to give more time to his other passions: 
trekking and badminton. 
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Think about the good times. Chances are that each time there’s been a moment of joy, an 
occasion to celebrate or just an instance of fun, we played a little part in it. Our sparkling 
beverages enliven the instant. Our tea and coffee refresh the moment. Our juices and water 
replenish you. For one little second. One drop at a time. 
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Will Emami's acquisition of Zandu Pharma change 
the landscape of the consumer products sector? 


SOMNATH DASGUPTA 


IPSTICKS CAN WAIT, ASSERTS 
Harsha Vardhan Agarwal, 


Director, Emami, and son of 


its Co-Founder R.S. Agarwal. 
Agarwal Jr, mastermind of the 
Rs 700-crore acquisition of the 
venerable Zandu Pharmaceutical 
Works, is choosing to focus on ex- 
isting products. Never mind the re- 
cession threatening to engulf the 
world, and Estee Lauder Chairman 
Leonard Lauder's theory that 
women buy lipsticks during a down- 
turn as they save elsewhere. 

" Certainly, it is an option... but, 
for the moment, there are other 
products with greater potential," 
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FMCG POWERHOUSE 


TOP BRANDS TURNOVER (Rs crore) 
Nana — 1 200 
Boopus —— 145 
Fair & Handsome — 70 
Mentho Plus 50 
Himani Fast Re Relief 30 
Sona Chandi Chyawanprash 25 
TOTAL 520 
T Zandu Balm 120 
Other brands together 40 
TOTAL 160 


Figures for 2007- 08 






"The Zandu brand name has a lot of 
equity but it has not been utilised 
properly " 


Harsha Vardhan Agarwal 
Director, Emami 





he says. Not only is Emami doing 
well, but it is entering into what is 
projected as a long recession with 
the arsenal of Mumbai-based 
Zandu, which had done quite well 
in the first half, growing its sales by 
12-15 per cent. 

Emami had been eyeing Zandu 
for five or six years, ever since the 
Vaidyas, one of the two promoter 
groups, began thinking of selling 
out. Nothing happened then, but 
talks resumed earlier this year and, 
after a battle with the other pro- 
moters, the Parikhs, Emami finally 
got control of a 70 per cent stake. 

*[n FMCG, many of them are ne- 
cessity products... usually people 
continue buying," says Agarwal Jr. 
"At worst, they reduce the usage, or 
downgrade from one brand of toilet 
soap or detergent to another... we 
have not seen any effect of the 
recession so far." 

Zandu's results will show up in 
Emami’s consolidated results from 
the third quarter, adding Rs 30- 
50 crore to the top line and at least 
around Rs 7-8 crore to the EBITDA 
this quarter. 


The More the Merrier 
But will Zandu, with its compet- 
ing chyawanprash, pain-relief balms 
and cosmetics, be a good fit? 
Agarwal Jr. asserts that all brands 
can coexist, but there will be a 
review of Zandu's portfolio with 
the aim of squeezing better per- 
formance out of them. 

"Certainly, we are going to 
review their whole product portfo- 
lio... one thing we have felt is that 
the Zandu brand name has a lot of 
equity but it has not been utilised 
properly," says Agarwal. 

And competing brands will not 
be killed. *The brand names of 
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Samsung i200 


Windows Mobile 6. 1 

MS Office with Push E-mail 
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91 ePOS 


Visiontek 91 ePOS Transaction Terminals to ensure secure payment transactions for the increasing popularity of 
card payments. 91 ePOS is the first product designed and manufactured in India by Linkwell Telesystems to qualify 
for the PCI PIN Entry Device Security Standards applicable for online and offline card based payment transactions. 


FEATURES : Ergonomic design | Large, bright graphic display | Integrated thermal graphic printer with clam shell design | 
Integrated PIN PAD for PIN-based applications | Built-in magnetic swipe card and smart card reader | 150-8583 Financial 
Transaction Protocol | RS 232 / USB device / USB host* | User friendly SDK & other utilities 


SEGMENTS: Banking | Credit / Debit Card Transactions 


Applications through Related Terminals 
Online Ticketing | Utility Bill Collection | 
Gaming & Lottery | Loyalty & Gift Cards | 
Retail Stores | Restaurants 
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Zandu and Emami can coexist— 
they stand for different things. 
Emami stands more for beauty, skin- 
care, cosmetics, while Zandu is more 
of a health care platform, about 
Ayurveda,” says Agarwal. 

Harish Bijoor, Brand-Strategy 
Specialist & CEO of Harish Bijoor 
Consults Inc., echoes Agarwal to 
point out that Emami is largely a 
beauty/cosmetic player while Zandu 
has a stronger health platform, and 
adds: “Increasingly, health will be a 
very important area of growth for 
most FMCG companies.” 

Nor does Bijoor see any brand 
overlap problem. “... rationalisa- 
tion can always happen at a later 
stage. Having dual brands some- 
times is a good strategy,” he says. 
“Having different brands has actually 
afforded the company new distri- 
bution channels, which is really the 
heart of this business.” 


Small Beginnings, Many Firsts 
Can Emami pull it off? Going by its 
history, yes. Emami was set up in 
1974 as a partnership by two friends, 
R.S. Agarwal and R.S. Goenka, who 
gave up cushy jobs to do their thing 
with a capital of Rs 20,000. Today, 
Emami has a basket of powerful 
brands, many of them national lead- 
ers. In 1978, it acquired Himani, a 
very old company with good brands. 

As Emami grew, it pioneered 
concepts such as buy-one-get-one 
free (BOGO) in India, in-film adver- 
tising and even a fairness cream for 
men, Fair & Handsome, which took 
the market by storm. One of its 
biggest successes was Sona Chandi 
Chyawanprash, launched in 1999. 
Through Himani, it launched its 
first blockbuster, Boroplus Antiseptic 
Cream, in 1984, edging out 
monopoly player Boroline of GD 
Pharmaceuticals. In the '90s, came 
the Navratna cool oil. 

So far, Emami, with a profit after 
tax of Rs 93 crore on sales of Rs 586 
crore for 2007-08, has taken a con- 
scious strategy of not taking on the 
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“Zandu has very big equity on its health 
plank. It offers Emami inroads into 
India's hinterland” 


Harish Bijoor 
Brand-Strategy Specialist & CEO, Harish Bijoor Consults Inc. 








multinationals on their turf. But 
Emami operates in a market that 
has some old and well-known com- 
panies like Dabur, Baidyanath and 
Charak, when it comes to tradi- 
tional products like chyawanprash or 
hair oils and creams. 

But apart from the wide range of 
its products, now complemented by 
Zandu's, Emami's skills lie not only 
in coming up with blockbusters, but 
its star power. It has signed on the 
who's who of Bollywood to pro- 
mote its products, and spends over 
Rs 100-125 crore a year on the 
stars, agencies and media buying. 

Emami has not worked out a 
definite marketing or branding 
strategy for Zandu, but it could 
very well raid Bollywood again 
for brand ambassadors. 





Ready For More 

What next? Emami funded the 
Zandu deal from internal accruals, 
including those of its group com- 
panies, reserves and loans—and 
claims to have enough cash left over 
for another acquisition. “Of course, 
we can certainly manage another 
acquisition...,” says Agarwal Jr. But 
Emami will stick to its core instead 
of diverting its energy into allo- 
pathic over-the-counter products. 

Zandu has brought with it an 
unexpected addition to the 
family—a subsidiary that makes 
bulk drugs. Given Emami’s deci- 
sion to stick to Ayurveda, what 
will it do with this unit? Agarwal Jr. 
is guarded: “We will look into it... 
at the moment, we are exploring all 
possibilities.” The Rs 1,500-crore 
group is already quite diversified— 
it is present in cement, paper, 
ballpen tips, biotech, hospitals, a 
pharmacy chain, and realty. 

As Harsha’s brother Aditya 
had put it in the October 16 
release sealing the Zandu deal: “The 
marriage of Zandu and Emami will 
change the landscape of the con- 
sumer products sector in India.” 

Bijoor sounds more practical. "| 
see this as a very strategic fit for 
Emami, as Zandu has very 
big equity on its health plank and 
additionally it offers them inroads 
into India’s hinterland,” he says. 

According to him, Emami will 
have to start focussing on the 
Tier-II, Tier-III and rural towns 
with populations of 2,000 homes 
and even less. Bijoor reckons the 
big players will get to dominate 
the cities and those like Emami 
will willy-nilly have to look at 
other markets for growth. 

“Emami, whether it likes it or 
not, is a fringe player in this business; 
given its image and the nature of 
its operations it will be relevant for 
the people who live in smaller cities," 
asserts Bijoor. 

ADDITIONAL REPORTING BY 
SHAMNI PANDE 


The Mumbai attacks punctured the business sentiment already 
deflated by a spreading slowdown. The economic stimulus now 


needed is not just of liquidity but of foolproof security and targeted 
spending. ANUSHA SUBRAMANIAN AND TEJEESH N.S. BEHL 


KAMAI IS A NASDAQ 100 OLD HAND IN WEB 

services, Whose origins can be traced back 

to the emergence of the World Wide Web 

itself. After breaking through with one 

of the four top performing initial public 
offerings in history, in 1999, Akamai went on to 
survive the tech wreck at the turn of the century. 
A year later, it survived a much bigger tragedy. 
Danny Lewin, one of the Co-Founders of Akamai, 
perished aboard an American Airlines flight that 
terrorists crashed into the World Trade Center in 
New York on September 11. 
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Estimated y; of restoring 
just The Ta 


A little over seven years later, Paul Sagan, one 
of the three Co-Founders of Akamai, was sched- 
uled to visit Mumbai to announce the company’s 
expansion plans for India. The President & CEO 
of Akamai, who is also the second cousin of 
renowned astronomer Carl Sagan, was to address 
the press on December 10 in the country’s com- 
mercial capital. That visit has now been can- 
celled. Akamai would be apprehensive of losing 
another co-founder in a terrorist strike. 

Call it aMear psychosis or a plain reluctance to 
be in an apparent “war zone"; there's little doubt 


Estimated cost of restoring 
Taj and The Trident-Obero 


* Approximate figures 
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that the country’s growth engine is 
hurting. A fortnight after 10 well- 
trained terrorists stormed into two 
five-star hotels, which are second 
homes to the movers and shakers of 
India Inc.—and also sprayed bullets 
in a railway station on hundreds 
of nameless faces, many of whom 
were humble but vital cogs in the 
machines of the capital markets, 
the banking system and the corpo- 
rate world—Mumbai is still feel- 
ing the pain. And when Mumbai 
aches, the soreness spreads across 
the entire economy. 

The anger last fortnight was over 
the top, perhaps triggered by a cou- 
ple of other primal emotions: fear 
and frustration. Fear knows no bor- 
ders. Sagan is just one of the global 
head honchos who has either post- 
poned or cancelled an India visit. 
The few who are coming are opting 
for what are perceived to be safer 


domestic destinations, like Delhi — . 


(see They Ain't Coming). 

Just a few days after the 
last bullet was fired in Mum- 
bai at The Taj Mahal Palace 
and Tower, the Federation of 
Indian Chambers of Commerce 
and Industry (FICCI) and the Defence 
Research and Development Organ- 
isation (DRDO) were scheduled to 
conduct an open house meeting 
on—irony of ironies— ‘Managing 
Defence R&D’. The conference, 
which coincided with DRDO’s 
Golden Jubilee, was converted 
into a closed-door session. 
Reason? Security measures in 
the aftermath of the Mumbai 
terrorist incidents, as a FICCI 
spokesperson put it. 

Not too far from the national 
capital, in the idyllic environs of 
Chandigarh, Rohit Garg, Director, 
SafalTek Software, is keeping his 
fingers crossed. “There’s a Euro- 
pean business delegation exp- 
ected in January 2009 and 
while there’s no indication 
from them on whether they 
might reconsider their decision, 
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THEY AIN'T COMING 


Some executives and companies that 
have cancelled visits to India. 


GlaxoSmithKline and Sanofi-Aventis 
SA,and AstraZeneca Plc suspend 
travel to India. 


Dell Inc. and Hewlett-Packard Co. 
limit their staff movement in India. Dell 
cancelled all travel by employees into India 
for 48 hours. Hewlett-Packard closed its 
Mumbai office and prohibited staff from 
travelling to the city. 


Indian Oil Corporation (IOC) 

indefinitely postpones its annual aviation 
conference scheduled to be held in 
February 2009. Says G.C. Daga, Director 
(Marketing), IOC: "We received so 

many regrets and cancellations after 

the terror attacks that we decided to 
postpone the conference.” 


Francois Henrot, the second 

most senior banker in 

Rothschild after Baron 

De Rothschild, who had 

scheduled a visit to Mumbai 

Fin the first week of December, 
cancels his visit. 


Paul Sagan, President & CEO, Akamai, 
a NASDAQ 100 company, cancels his 
visit to India, which was slated for 
December 10. 


Vishesh Chandiok, a Partner at global 
consulting firm Grant Thornton, 
Says he was supposed to fly to 
Mumbai and stay at The Taj on 
Thursday night. His company 
indefinitely postpones plans to . 
"hold a global conference, which 
was scheduled to be held in 
Mumbai in the second week of December. 


Andrew Moss, Global CEO, Aviva 
Group, was to come to Mumbai. He 
will now head to Delhi, instead. 


Craig Mundie, Chief 
Research and Strategy 
Officer, Microsoft Corp., was 
to visit India in December, but 
£ has now postponed his plans. 










I have a strong feeling they could 
cancel their visit,” muses the ex- 
Mariner. The company, which has 
a few foreigners on its rolls, is 
mulling limiting company events 
to its official premises. 

The total cost of last fortnight’s 
terror can never be quantified. The 
biggest expense of the 26/11 attacks 
in South Mumbai is the 172 lives 
lost, and there’s no way of recov- 
ering that. Still, the country’s centre 
of commerce—and India itself— 
has to pick itself up, and tackle red- 
uced business activity, the higher 
cost of doing business, and weak- 
ened sentiment. These attacks came 
at a time when the economy was 
beginning to stall after years of rah- 
rah growth; this coupled with the 
global scarcity of liquidity was hit- 
ting business where it hurts most. 
“These attacks will have a huge 
impact on long-term economic 
growth. Anybody who thinks oth- 
erwise is living in a fool’s paradise,” 
says Anand Jain, Chairman, Jai 
Corp., who is also a member of the 
Government of Maharashtra- 
created ‘Empowered Committee 
for Transformation of Mumbai into 
a World-class City’. Adds Rajeev 
Chandrasekhar, President, FICCI: 
“The issue of terror in itself will 
not have any impact on the econ- 
omy except for the immediate short 
term... the bigger challenge remains 
that of the economy itself.” 

If ever there was a stimulus 
needed, it was now. And the gov- 
ernment and the Reserve Bank duly 
obliged (see Good but not Good 
Enough, page 54). Will this be eno- 
ugh to kick-start a reversal in con- 
fidence and in activity? Perhaps. “I 
feel the entire issue of security and 
governance will, in fact, be revisited 
and hopefully we will see improve- 
ments,” says Adi Godrej, Chairman, 
Godrej Group. Adds Ness Wadia, 
Joint MD, Bombay Dyeing: “This 
is a long-awaited wake-up call.” 

The immediate damage, how- 
ever, has already been done. The 60 


1 
7 imageRUNNER A 


Delighting Yo 


Presenting 
Wireless documentation 
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hours of terror, spread over four 
days, has resulted in a loss of 
roughly Rs 4,000 crore to Mumbai, 
estimates industry body ASSOCHAM, 
after talking to companies and ind- 
ustries in the city. There are other 
stand-alone losses, too. Gurunath 
Dalvi, President, Indian Institute of 
Architecture, estimates that it will 
take “not less than Rs 500 crore” to 
restore the grandeur of the pure 
gothic architectural marvel of The 
Taj Mahal Palace and Tower (the 
heritage wing). 

Of course, the travel & tourism 
and hospitality sectors will take an 
immediate, direct knock in what’s left 
of the busy season. The numbers 
are nothing to be sneezed at. Acc- 
ording to data from Ministry of 
Tourism, the tourism industry con- 


tributed $11.66 billion (Rs 46,640 00100 business... However, 
crore) in foreign exchange earnings 
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executive at Thomas Cook, on con- 
be 40 per cent,” he discloses. “We 






ADI GODREJ/ Chairman/ Godrej Group 

“| feel the entire issue of security 
and governance will, in fact, be 
revisited and, hopefully, 

we will see improvements 
going forward” 










A.M. NAIK/ CMD/ L&T 

“Increased security infra- 
Structure will add a ‘security 
premium to the cost of 
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dition of anonymity, puts the picture 
in perspective in the post-26/11 sce- 
nario: “Even before the attacks in 





pancy drop rate in Mumbai’s hotels 


Mumbai, we were expecting a 30 
per cent drop in business. But with 
this incident, we have already wit- 
nessed an additional 12 per cent 
drop in arrivals and the total de- 
cline post the terror attacks could 


were already in a downturn, with 
companies levying travel restric- 
tions—these attacks are a body blow 
to tourism,” admits Nakul Anand, 
Divisional Chief Executive (Hotels), 
ITC. Anand, in fact, puts the occu- 


at almost 50 per cent, and at 25-30 
per cent across hotels in India’s major 
cities in the aftermath of the attacks. 
His own chain, rrc Hotels, is seeing 
a 20 per cent drop in occupancies 
across its properties already. 
According to industry estimates, 
the dip in India's inbound tourism 
stands at 35-40 per cent. Across 
the industry, almost 60-65 per cent 
of hotel rooms are used by busi- 
ness travellers. This translates into 
30,000 rooms in Mumbai and 
Delhi, where the occupancy level is 
expected to go down by 50-60 per 
cent. Says Anil Madhok, Mp, 
Sarovar Hotels and Resorts, which 
is witnessing a spate of cancella- 
tions for conferences. ^We are alr- 


z eady re-evaluating our growth 
7: 2 plans." Lalith Sheth, Chairman, Raj 
< : Travels, says: “The travel trade was, 
|: = anyway, going through a bad phase 
| = from the beginning of 2008. And 
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UMESH GOSWAMI 





now the last blow has come due to 
these attacks in Mumbai. We have 
seen a 45 per cent cancellation in 
our Grayline bookings for inbound 
travel after the Mumbai attacks.” 
Adds Ashwin Damera, Founder & 
CEO, Travelguru, an online portal: 
“We are seeing several cancella- 
tions not just for Mumbai hotels, 
but for other cities as well. About 
25 per cent of our bookings for the 
first week of December have been 
either cancelled or rescheduled. 
Several large queries from customers 
from abroad, especially the Us and 
UK, have also been cancelled.” 
Other than tourist-related ven- 
tures, also bearing the brunt of the 
strike are service businesses that 
thrive in open spaces—namely 
malls, multiplexes, hypermarkets 
and restaurants. On the first week- 
end after the blasts, footfalls took a 
beating. Says Kishore Biyani, MD, 
Pantaloon Retail India, which owns 
the popular hypermarket format 
called Big Bazaar: “The retail ind- 
ustry was affected during the first 
two days of attacks on Thursday 
and Friday.” Quoting a Morgan 
Stanley report released after the 
terrorist strike, which revealed that 
Pantaloon’s total sales in Mumbai 
declined 4.2 per cent on the week- 
end after the attacks compared with 
the previous weekend; during the 
same period retail sales in the rest of 
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Restaurants 
having armed guards 
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RACHIT GOSWAMI 


India grew by 15.1 per cent. 

Biyani adds that security will be 
beefed up at his formats, and he’s 
obviously in no mood to share such 
top-secret information with the 
media. Even restaurants are realising 
the need to be prepared—so don’t 
be surprised to see gun-toting guards 
trawling the bistro as you launch 
into your soup. “While our vine- 
yards and wineries are only open to 
invited guests—which precludes 
any walk-ins from indulging in mis- 
chief—we will be having armed 
personnel at our restaurants,” asserts 
Ranjit Chougule, MD, Champagne 
Indage, which operates and man- 
ages, among others, Tantra, Sin and 
Athena in Mumbai. 

Multiplexes, too, have been hit. 
Says Atul Goel, Mp, E-City Vent- 
ures, which runs Fun Cinemas: “We 
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OPEN SCIENCE HELPS CARS SHED POUNDS. 


Open Science uses the power of collaboration to do extraordinary things. Vehicle 
emissions have been blamed for up to 75% of CO, emissions globally. Making cars and 
trucks lighter and more fuel-efficient is one solution. As part of its commitment tc 
Open Science, DuPont is working with automotive manufacturers in India, to develop 
engineering polymers resins that will drive down vehicle weight and improve 
performance. We believe it's collaborations like this that can help solve the biggest 
challenges of our time. In other words, science that's open, opens up possibilities foi 
people everywhere. Learn more at dupont.com/openscience 


Career opportunities - e-mail: dupont.recruitment@ind.dupont.com email info.india@ind.dupont.com and Tel:+91-124-4091818 
©2008 DuPont. All rights reserved. The DuPont Oval Logo, DuPont", E is meen of ae science" and all brandnames are registered trademarks or trademarks of E. I. du Pont de Nemours and Company or its affiliates 


BUST OF IEHRUH YEE 


GOOD, BUT NOT GOOD ENOUGH 


Price reduction on Friday, rate reduction on Saturday and tax cuts on Sunday. The first 
weekend of December saw the government announcing a slew of both fiscal and 
monetary measures. But a flagging economy needs more. 


RATE CUTS: Three years of tightening, 
three months of loosening 


he RBI cut the repo rate (the rate at which banks 
borrow from RBI) and the reverse repo rate (the rate 
the RBI pays to banks for their deposits) by 1 percentage 
point each to 6.5 per cent and 5 per cent respectively. 
Before this, the apex bank had cut the repo rate by 1.5 
percentage points and the cash reserve ratio (CRR) by 3.5 
percentage points since September this year. All these RBI 
measures released roughly Rs 3,00,000 crore ($60 billion) 
of liquidity into the system. 
What to expect in future: Banks will be more 
inclined to cut rates now. Home loans of up to 
Rs 2 lakh per unit per family to be classified as 
priority sector lending. With inflation likely to 
drop to low single digit levels, the RBI could 
further ease its policy rates. 


TAX CUTS and more spending 


he fiscal boost seems smaller, perhaps because 

government finances aren’t in good shape. An across- 
the-board excise duty cut on all non-petroleum products 
of 4 percentage points and increased plan (mainly 
infrastructure related) expenditure by Rs 20,000 crore are 
the two main components of the fresh fiscal stimulus. The 
India Infrastructure Finance Company Limited (IIFCL) 
has been granted approval to raise Rs 10,000 crore 
through tax-free bonds by end-March 2009. Highways 
and ports are likely to be the key beneficiaries. Loans to 
exporters have been made easier and cheaper, 
additional allocations for export incentive schemes of 
Rs 350 crore have been made, and guarantees for exports 
have been announced. 
What to expect in future: Further tax cuts, if any, will 
be geared for exporters. Further spending boost is 
likely, the size of which will depend on the revenue 
buoyancy in the next one month. 


FUEL PRICE CUTS: 
An unasked-for bounty 


he cut in the prices of petrol and diesel (by Rs 5 and 

Rs 2 a litre, respectively) wasn’t something people or 
industry were clamouring for. But it could help create 
some additional spending at a time when prospects of 
demand drought lie ahead. Indian Oil Chairman S. Behuria 
expects another round of price cuts. 


54 BUSINESS TODAY DECEMBER 28 2008 


What's good about the package: The 
export incentives are necessary. 
What more could have been done: 
Without removal of procedural com- 
plexities, infrastructural shortages 
and labour rigidities, a sustainable 
impact on exports won't be possible. 


























Rajiv Kumar/ Director and Chief Executive/ ICRIER 


What's good about the package: CENVAT 
reduction and fuel price cuts could 
help support consumption. Special 
refinance for SME loans will help. 

What more could have been done: These 
measures may not be sufficient to 
reverse the deceleration in growth. 





Rohini Malkani/ Economist Citigroup, Indi 





What's good about the package: The 
measures are adequate to address 
some of the problems. They will 
prevent a further fall in demand 
across sectors. 

What more could have been done: 
More on infrastructure spending. 


Rashesh Shah/ CMD/ Edelweiss Capital 












What’s good about the package: The 
fiscal package could address the 
problems of lack of demand and a 
general lack of confidence. 

What more could have been done: The 
package can't be a panacea for all ills. 
Some problems are deep-rooted. 


U.R. Bhat/ MD/ Dalton Capital Advisors 











What's good about the package: The 4 
per cent across-the-board cut in 
CENVAT will spur limited spending. 
What more could have been done: The 
real issues for exporters—the counter - 
party risk and the need to find new 
import markets—remain unaddressed. 


S. Roy/ Chief Economist/ Tata Group 
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The government needs to act decisively to minimise the impact of the 
terror attacks on the economy. RISHI JOSHI AND RACHNA MONGA 


OLLOWING MUMBAI'S TERROR 
attacks, the chief concern 
plaguing investors, managers 
and business owners was 
this: Can the attacks derail 
India’s impressive growth story? 
Fact is, the attacks come at a time 
when the economy isn’t in ship- 
shape due to the global credit crisis. 
The government is grappling with 
not just a scarcity of liquidity, but 
also an increasing risk of delin- 
quencies among individuals and 
corporates. Moreover, it has had 
to now divert its attention from the 
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economy to issues of national 
security. Problem is, with the abs- 
ence of a well-crafted monetary 
and fiscal stimulus plan, India runs 
the risk of plunging deeper into an 
economic abyss. 

Substantial amounts of foreign 
money that went into the Indian 
market over the past several years 
have already been pulled out— Fils 
have yanked back $12.5 billion 
from the Indian market this year, 
pulling down the Sensex by over 
50 per cent. This trend is going to 
increase, says Jake Stratton, Head 


(Global Risk Analysis), Control 
Risks, a consultancy firm. “The at- 
tack was unprecedented in terms 
of international exposure it got. 
We have got hundreds of queries 
from MNCs about the security con- 
dition in India. They have many of 
their people on ground here. There 
is a short-term shock”. More dam- 
agingly, foreign investments in cap- 
ital expenditure, expansion pro- 
grammes, and in setting up Indian 
outposts are expected to slow down. 
“Which company would like to put 
the life of their employees in danger 


FDI—SO FAR SO GOOD 


But will it last? 


3,749 


3,932 





Fils’ FLIGHT 








Security concerns may worsen the situation... 
8000 7,057 
6,000 


4000 1 963 
2,000 


ሜይን ሽያ 


4090 "v. ዘህካ ue dy 


mm 2007-08 — mm 2008-09 


Aug. Sept. 


Figures in $ million 


PRIVATE EQUITY-SLOWING DOWN 


Terror attacks and a global economic downturn 
could further impact investments. 





um 2008 


uma 2007 Figures in $ billion 


or take the risk of setting up an 
office in a city which is prone to ter- 
rorist attacks?" asks Pradip Shah, 
Chairman, IndAsia Fund Advisors. 

The news gets worse. Foreign 
Direct Investment (FD)—in the form 
of car plants or bottling factories— 
have grown robustly this year. In the 


SURJIT BHALLA/ 
Oxus Research 


"Half-hearted measures 
won't do. We need an 
aggressive package to 
sustain growth rates" 


first half of 2008-09, FDI clocked 
$19 billion, against approximately 
$7 billion for the same period in the 
previous fiscal year. But the coming 
months may not be that good. “FDI 
typically has a lag effect to Fil. The 
healthy FDI into the country this 
year was expected due to the FII 
inflows in India last year. The neg- 
ative sentiment after the terror att- 
acks are likely to reflect in the ri 
and FDI figures,” says Rishi Sahai, 
Director, IndusView Advisors, a 
boutique investment bank. 

To compound the country’s 
economic woes, India’s trade with 
other countries could also be aff- 
ected because of the terror attacks, 
Exports, which have already 
dropped 12 per cent in the month 
of October, could take a further 
dive. Exporters are claiming that 
their order books have been signif- 
icantly hit after the recent terror 
attacks on Mumbai. Says G.K. 
Gupta, President, Federation of 
Indian Export Organisations (FIEO): 
“A lot of buyers, concerned about 
the security situation in India, 
have cancelled their trips to the 
country. This has meant that ex- 
porters, particularly the medium 
and small units, have seen orders 
drying up. Our loss is now the 
gain of countries like China and 
Vietnam as orders are being div- 
erted to them.” According to FIEO, 
export targets of $200 billion are 
unlikely to be met. The worst hit 
are labour-intensive industries like 
textiles, handicraft and gems and 
jewellery, which could see sub- 
stantial job losses as well. 








Still, the Mumbai attacks haven’t 
succeeded in felling everyone’s spir- 
its. Jon Thorn, Director, India 
Capital Management, a Hong 
Kong-based investment manage- 
ment company, feels that the morale 
of outsiders who know India well 
will remain intact. “Those who 
don’t know India are certainly very 
afraid now,” says Thorn, who has 
been visiting Mumbai for 14 years 
now, usually stays at the Oberoi, 
plans on doing so in the future. 
Similarly, early reactions on Dalal 
Street to the terror attacks were of 
defiance, not panic. In fact, key 
indices were up the next day. This 
isn’t unusual behaviour. Even 
when Mumbai— including its stock 
exchange—was bombed in 1993, 
and when suburban trains were 
blown up in July 2006, traders 
bought stocks as a way. of showing 
that Mumbai couldn’t be so easily 
cowed (see Traders vs Terror). 
Even globally, point out market 
men, stock prices rarely plunge 
in the immediate wake of panic 
and destruction. 

Ultimately, the timing of the ter- 
ror attacks with the economic slow- 
down is an unfortunate double 
whammy for India. “There will be a 
short-term impact. Both the global 
economic slowdown and the terror 
attacks will reinforce each other to 
affect the India growth story,” says 
D.K. Joshi, Principal Economist, 
CRISIL. However, as Joshi points out, 
India’s long-term prospects can eas- 
ily be salvaged. Moreover, terror 
attacks by themselves don’t neces- 
sarily damage economies. “Terrorist 
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attacks, provided they are not a 
regular feature, don’t hinder busi- 
ness. Countries like Saudi Arabia, 
Columbia and Indonesia have suf- 
fered terrorist attacks in the past 
but investor confidence in these 
countries remained strong due to the 
business opportunities. India is still 
not seen as a high risk country,” 
adds Stratton of Credit Risks. 
Most industry experts agree 
that for India to recover appro- 
priately—and ensure that the at- 
tacks don’t exacerbate an already 
tenuous economic situation in the 
long term—the country needs an 
appropriate policy response. It 
needs to boost public spending on 
infrastructure, including roads, 
power and ports, and pare interest 
rates further. “Half-hearted meas- 
ures won’t do. We need an aggre- 
ssive fiscal and monetary package 
to sustain high growth rates,” says 
Surjit Bhalla of Oxus Research. 
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HOW THE ISRAELIS DO IT 


India Inc. may have had its first brush with terror, 
but the Israelis practically live with it. Here’s how. 


hat do you do when you are the most marked race in the world, 

with almost all terrorist organisations gunning for you at every 
opportunity? Well, the answer isn’t quite blowing in the wind. Israelis, 
and Jews in particular, have factored in the threat of terror attacks into 
their daily life—extending even into their business domain. “Security 
measures are inherent to every step we take, be it personal or profes- 
sional. For instance, at hotels and restaurants, there’s always an armed 
guard, along with metal detectors and many restaurants charge a small 
fee for security services provided—maybe 2 shekels—in the bill,” says 
Tel-Aviv based Anat Bernstein-Reich, Managing Partner, A&G Partners 
and Deputy Chairperson, Israel-India & Nepal Chamber of Commerce. 

The major advantage, of course, with Israeli corporate citizens is that 
all of them have served a stint in the armed forces, thanks to conscrip- 
tion. While adult males serve a minimum of a three-year tenure, females 
serve a minimum of 18 months. Bernstein-Reich says that while in day- 
-to-day life there are no special 
measures such as armed body- 
guards for industrialists or even 
sharing of intelligence between the 
government and the industry, there 
are certain precautions she takes 
while travelling. "While on over- 
seas trips, | usually make it a point 
not to carry anything inscribed with 
Hebrew script on it—be it clothes 
or books. In fact, most Israelis on 
an overseas trip will even avoid 
conversing in Hebrew,” she dis- 
closes. The point, she says, is not 
to stand out but to blend in. 

Interestingly, she mentions that 
there’s an act in Israel which 
compensates companies which are 
victims of terror attacks—the 
Property Tax and Compensation 
Act 1961. Israeli companies, she 
adds, spend between 1-2 per cent 
of their revenues on security 
systems, primarily because the 
security apparatus is already 
developed over the years. 

The need for enhanced security 
for corporate citizens in Israel spawned a plethora of new technologies, 
which were invented for military purposes but soon adapted to civilian 
usage, points out Bernstein-Reich. One such technology, which could have 
come in handy at the ill-fated Mumbai hotels, is the Double Exit system 
where a rope attached to a pulley within the room can allow a person— 
wearing a harness—to rappel down the building at a controlled descent rate. 

“At our end, we always factor in terror threats in the cost of business 
—before starting a venture, you understand its environs and the timeline. 
Movie theatres and shopping malls are public places which are easily 
affected due to negative sentiment arising out of terror attacks. So, if one 
is investing money into such projects, you need to evaluate all your 
risks,” observes Bernstein-Reich. Indian companies, operating now in a 
radically changed environment, will do well to take lessons from Tel Aviv. 
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“Security measures are 
inherent to every step 
we take, be it personal 
or professional” 
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FOUGHT TERROR 


Devastating Al Qaida attacks rattled the economies 
of the US, UK and Spain but swift government 
policies prevented their economies from tanking. 
Can India learn from them? PUJA MEHRA 


S SOON AS TEN HEAVILY 
armed men began their car- 
nage in Mumbai, journal- 
ists and citizens alike in- 
stantly dubbed the unfold- 
ing tragedy, ‘India’s 9/11.’ Many 
also bemoaned the fact that a fragile 
economy, already strangulated by 
a global slowdown, was now simply 
going into a further tailspin. Instead 
of thronging malls and shops around 
this time of year, Indian consumers 
stayed at home and remained glued 
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to their televisions. The Mumbai 
terror strikes seemed to have con- 
siderably damaged India’s economy 
and its long-term prospects. 

Not really. Mumbai’s attacks 
and the us’ 9/11 could not be more 
different. First, the scale of the 
Mumbai attacks was far smaller. 
The us tragedy, which used airplanes 
as missiles, brought down two of 
the largest buildings in the world, se- 
verely damaged the Pentagon and 
killed 3,025 people. Those attacks 





wiped out 200,000 jobs, busted 
18,000 small businesses and razed 
$16 billion worth of buildings, be- 
sides forcing a week-long shut down 
of Wall Street. In Mumbai’s case, 
close to 200 people lost their lives. 
The damage to the Taj is estimated 
at around $100 million and the 
Oberoi is only a few weeks from 
opening up for business again. 
Contrary to popular belief, there 
is now a consensus that beyond 
temporarily impairing capital mar- 
kets—such as the shut down of the 
New York Stock Exchange (NYSE) 
and London Metal Exchange (post 
the 7/7 attacks)—and causing sus- 
pensions of flights and the cancel- 
lations of hotel bookings, terror 
strikes cause little immediate im- 
pact outside of physical destruc- 
tion. Consumer confidence and 
stock prices both take hits—but all 
of these aspects of the economy 
tend to recover robustly within a 
quarter or so. In the longer term, 
however, the only economic im- 
pact seen is the shift of resources 
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away from the production of other 
goods and services towards law en- 
forcement and defense. 

The trajectory of the Us econ- 
omy post 9/11 is ample proof of 
this theory. For the American econ- 
omy, 9/11 was merely equivalent to 
a cleverly concealed sucker-punch, 
only causing immediate disruptions 
and localised bankruptcies in New 
York City. The insurance and airline 
industries were the worst hit, and 
property and casualty claims 
mounted to $40 billion. Air services 
were cutback 20 per cent, 100,000 
airline jobs were cut and us 
Airways—whose planes were hi- 
jacked and used in the attacks—was 
. driven to filing for bankruptcy. But 
apart from these problems, little else 
was affected at a significant scale. 

Moreover, within mere hours 
after the attack, the us Federal 


Reserve launched a rescue package ' 


by infusing $100 billion into the 
economy every day for three days 
(In contrast, it took Indian com- 
mandos longer to get to the siege at 


ex ` the Taj, than it did for the Fed to act. 


Ten days later, the government was 
yet to come up with an economic re- 
construction plan). The Bank of 
Japan and other central banks across 
Canada and Europe were mobilised 
` into supporting the dollar and easing 
the flow of money across money 


markets. Federal loans, grants and 


industry-specific bailouts followed. 
A week later, when Wall Street re- 
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opened and trading resumed on the 


NYSE, the Fed dropped interest rates 
by 0.5 per cent to spur growth. 
With three more cuts, it brought 
the rates down to 1.75 per cent by 
December 2001. The RBI, on the 
other hand, announced a stimulus 


10 days later, except it targeted only - 


the current economic slowdown 
and completely side-stepped the 
victims of the attacks and Mumbai. 

US Airlines received a $15 
billion-aid package and small busi- 


nesses which were adversely 


impacted by the attacks were given 


loans and grants. Plus, the city of - 


New York was given $21.7 billion of 
federal aid. With such well-targeted 
timely action, the $10-trillion Us 
economy, that had been inching 
towards a recession all throughout 
2001, bounced back within just a 
quarter, growing at a 2.7 per cent 


annual rate. All talk of a 9/11- 


inspired global recession was re- 
soundingly refuted. 

Learning a thing or two from 
the Us response to 9/11, Spain and 
UK also reacted with alacrity to their 
own incidents of Al-Qaida- 
masterminded mass terror. The 
Madrid bombings of March 2004, 


in which there was a bigger death 


toll than the London attacks, had no 
discernible impact on the Spanish 
economy. Spain's central-bank 
Governor, reporting on his country's 
stronger-than-expected 3.1 per cent 
growth for that year, made no men- 


tion of any terrorist effect. The Bank 
of England's monetary policy com- 
mittee, meeting to mull over rate 
cuts targeting economic growth at 
the time of the bombings, declared 
business as usual and left the base 
rate unchanged to avoid panic. 

In contrast, India's response to 
the Mumbai attacks has been noth- 
ing short of underwhelming. This 
when the country, the companies 
and even the city of Mumbai was 
looking for attention, action and 
aid. "The government will take all 
necessary measures to look after 
the well-being of the affected fam- 
ilies, including medical treatment of 
injured," commented Prime 
Minister Manmohan Singh, but 
that was it. 

India is in a fragile situation. The 
nation's psyche has been deeply 
scarred, leaving its population vul- 
nerable, scared and enraged. Many 
are clamoring for the country to go 


. to war with Pakistan, ignoring the 


fact that this could lead to a cata- 
strophic loss of life and property, 
and dramatically increase the burden 
on the taxpayer. Remember Iraq? 
Plus, the government has demon- 
strated a worrying inability to act de- 
cisively in a time of need. If it has 


any hope of emulating the successes 


demonstrated by countries like the 
Us, Spain and. the UK in rescuing 
their economies from terror attacks, 

it needs to stop dithering on the 
sidelines and jump into the fray. 
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THE BIG BUSINESS || KEEPING $ 


While most Indian companies are facing bleak times, security 
firms are having their day in the sun. ANUSHA SUBRAMANIAN 





HE DEVASTATING TERROR 
attacks on several Mumbai 
landmarks have taken the 
wind out of the economy 
and forced many foreign 
businesses to temporarily shun India. 
But one sector has never had it so 
good: the security industry. The se- 
curity systems market is seeing an 
avalanche of requests from com- 
panies, hotels and other commercial 
establishments for systems that can 
thwart the next potential attack on 
their establishments. 

Pushing security solutions that 
range from biometrics to video sur- 
veillance, companies like Zicom 
Electronic Security Systems, TOPS- 
GRUP and Zen Technologies have 
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seen their domestic fortunes sky- 
rocket while the rest of corporate 
India continues to feel the credit 
squeeze. Zicom has seen its stock 
price shoot up 30 per cent in just 
this last week, while Zen's shares 
have climbed 22 per cent. 
Security is good business in 
India, and is rapidly becoming great. 
According to industry sources, the 
electronic security systems market in 
India is worth Rs 1,800 crore and 
growing at a hefty 30 per cent. 
TOPSGRUP's Executive Director 
Ramesh lyer estimates the real num- 
ber for the security market in India 
to be Rs 4,000 crore if you include 
human guards, electronic security 
systems, intelligence systems, fire 


protection and detec 
From most accounts, 
terror attacks have : 
figures considerably. 
one of the hottest 
security products. 
This wasn't alw: 
“Between 2001 and 2 
seen more than 12 
country. One would | 
that there should be 
increase security. Er 
poured in the past as ' 
ing really comes of it, 
Rao, Managing Dire 
who feels that India's 
attitude vis-a-vis imple: 
measures has cost it 
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MUMBAI BEEFS UP ITS SECURITY 


everal companies and public places in 

Mumbai have already begun the process of 
a complete overhaul of their security 
systems. Siddhivinayak Temple, one of the 
most crowded religious sites in Mumbai, is 
revamping its security infrastructure by 
installing more CCTVs, metal detectors and 
X-Ray baggage machines. HSBC Bank has 
Stepped up the hiring of security guards and is 
also undertaking a thorough systems over- 
haul. FirstSource, one of India’s leading BPOs, 


On guard: Securing Siddhivinayak Temple 


as well as Mumbai’s Intercontinental Hotel, 

have done the same. A famous hotel on the outskirts of the western suburbs of 
Mumbai is understood to have asked for an additional 30 guards. A nationalised 
bank, which had very lax security in place, has now been galvanised into action, installing 
a top-notch security system in its branches across the country. 





conscious culture. Until one actually 
experiences a threat, there is a ten- 
dency to not take security seri- 
ously,” he adds. TOPsGRUr's Iyer, 
concurs, blaming the mindset of 
Indians for looking at security as 
more of “an expenditure rather 
than an investment”. 

All that has changed with light- 
ning speed in just a week. From 
BPO companies to banks, corporate 
entities are scrambling to upgrade 
their existing security systems or in- 
stall new, state-of-the-art ones. 

Almost immediately after the 
Mumbai attacks, Zicom was 
awarded a first of its kind wireless 
“city surveillance” project to be 
executed in 48 strategic locations 
in Gurgaon. 

The project consists of 148 
highly sensitive CCTV cameras with 
pan, tilt and zoom (PTZ) features 
on a Wi-Max network. The most 
important feature of this wireless 
city surveillance project is the video 
analytics software that will transmit 
automated notifications to the au- 
thorities in areas such as number 
plate recognition, over crowding 
in a pre-defined area, parking in 
no-parking zones, and identifying 
people lingering on in “detection re- 
gions” for longer than the pre- 
defined time. Zicom has also just re- 


ceived a large order from a national 
bank to set up security systems 
across all its branches in the country. 

One company that stands to 
benefit in a big way from govern- 
ment contracts for its security- 
related products is Hyderabad- 
based Zen Technologies. Zen is 
one of the leading outfits in the 
design, development and manu- 
facture of world class, state-of-the- 
art training simulators. Ashok 
Atluri, Chairman, Zen 
Technologies, says: “Government 
was already planning to procure 
systems that would prepare the se- 
curity forces for such attacks. The 
plans may well be expedited now.” 
Zen was the first company in India 
to commercialise PC-based visual 
simulation technology for small 
arms training simulators. These 
simulators enable the use of direct 
fire weapons, 
including rocket launchers in sim- 
ulated real world scenarios. These 
simulators are provided by the com- 
pany to Indian security forces. 

Attempting to predict future ter- 
ror attacks can be a morbid pre- 
occupation. Still, doing so while 
taking proper security safeguards 
can both end up saving lives as well 
as padding the coffers of those hired 
to protect you. 














MAKE YOUR 
JOIN THE REV 


HER 


Starts De 
Tue 10 


Wxk 


POSTOF TERROR V. SA 





FUNDING TERROR 


Even as India plans to beef up its security and surveillance systems, it is equally 
important to choke the funding lines to the terror organisations. sHALINI s. DAGAR 


YEAR AND PLACE 
2002 bombing, Bali, Indonesia 


2003 bombing, Jakarta, Indonesia 


The 9/11 attacks in US 


PEOPLE KILLED 


ESTIMATED COST* 


202 $30,000 
12 $30,000 
2819  $250,000-500,000 


* Excludes billions needed to recruit and train terrorists 


Foreign governments 
Charitable organisations 
Financial markets 
Legitimate business fronts 


e Various forms of 
international trade 

e Criminal activities such as 
extortion, prostitution rings, video 
piracy, and drug trafficking 


Over $1.5 trillion of illegal funds is laundered each year 


ERRORISTS AT LEAST CANNOT BE 
blamed for not getting the max- 
imum bang for their buck. With 
relatively small funds, they plot 
events that have global repercus- 
sions. The Mumbai attacks gave the 
terrorists free “airtime” on televi- 
sion channels across the world. Yet, 
how do they manage to fund their 
activities? Well, terrorists find many 
sources of money—and, surpris- 
ingly, quite a lot of it is legitimate. 
In South Asia, the heroin and 
drug trade is one major source of ter- 
rorist financing. Rachel Ehrenfeld, 
the well-known author of books on 
terror financing and corruption, 
who is also Director of the American 
Center for Democracy, says: 
“Serious money that created the 
basis and spread the radical Islamist 
ideology comes from Saudi Arabia 
and the Gulf, through the banking 
system as legitimate and laundered 
money, and through charities.” 
She says some of the money 
routed to legitimate businesses in 
the region from Saudi Arabia and 
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the Gulf is often diverted to local 
organisations and Islamic centres. 
Some of these centres are believed 
to become training grounds for 
foot soldiers like Azam Amir Kasav, 
the terrorist caught in the Mumbai 
attacks. Former Union Law 
Minister Arun Jaitley, who has 
been a staunch votary of monitor- 
ing foreign funding of NGOs and 
charities in India, says, “we must 
maintain a strict vigil”. 

There is a glimmer of hope, 
though: in one of the largest prose- 
cutions of terror financing, leaders of 
the Holy Land Foundation, one of 
the largest charities in the US, were 
convicted in the Us, a day before 
the Mumbai terror attacks. 

Ehrenfeld is not impressed by 
the Holy Land case. She calls it a vic- 
tory too little and too late, and says 
today’s threats call for better indi- 
cators, better identification and faster 
action. “The HLF was already known 
in 1993 as a Hamas front organisa- 
tion. Yet, it took the 9/11 attacks 
in 2001 for the Us to outlaw it, and 


Prevention of Money Laundering Act (PMLA), 2002 | 
place since July 2005 


Financial Intelligence Unit set up in November 2004 
investigates suspicious transactions 

RBI, SEBI, IRDA have Anti-Money Laundering (AML 
and Know Your Customer (KYC) Guidelines 


Banks, Fls have to report cash transactions involvi 


more than Rs 10 lakh, forged or counterfeit currenc 
other suspicious transactions 


loo many transactions being routed to FIU 


Sometimes banks and Fls may be lax in following 
AML/KYC guidelines 





seven more years to shut it down. 
Most of all, what is needed is the 
political will for serious commit- 
ment to implement anti-terror 
financing policies, and the courage to 
openly identify the sources behind 
terror financing,” she says. 

India is yet to make any progress 
in identifying such sources. A 
Financial Intelligence Unit (FIU) to 
probe such money trails was set up 
in 2004. Stringent Anti-Money 
Laundering (AML) and Know Your 
Customer (KYC) guidelines for banks 
and financial institutions are also 
in place (It now seems that the two 
dozen-odd credit cards retrieved 
from the terror sites were of 
hostages). Arpinder Singh, Executive 
Director, Advisory and Forensic, 
KPMG, says it is imperative that AML 
data be monitored more intelli- 
gently. Clearly, there are many 
strands to follow in this chase. Even 
if it is not possible to cut off all the 
funds headed for terrorist 
organisations, it is certainly possible 
to choke the supply lines. 
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Getting to work on time or effortlessly reaching extraordinary heights 
is easy with Hitachi's monorails, escalators and elevators. 


With several decades of experience, Hitachi's Transport Systems and 
Industrial Infrastructures are regarded as one of the most advanced in 
the world. Designed to be safe, reliable and environmentally friendly, 
these systems fulfil the quest of one of Japan's leading companies 

- to touch lives in more ways than one with advanced technologies. 





*Escalator: Convenience 


rough Technology ENVIRONMENTALLY ® 
FRIENDLY TECHNOLOGY 





HITACHI 


improving lives, log on to www.hitachi.co.in In spi re the N ext 


UMESH GOSWAMI 


was አ. EIUS a: RP ving. 
GEG e EE 
Ld. ይ 


They are foreigners in Mumbai 


as CEOs and entrepreneurs. 


Not one has hit the exit button. 


ANUSHA SUBRAMANIAN, 


KUSHAN MITRA AND. SUMAN LAYAK 


ANY FOREIGN BUSINESS 
Wi people scheduled to visit 

Mumbai in the coming 
days might have cancelled or put off 
their trips, but the expatriates who 
have made this country, and more 
so Mumbal, their home are not 
packing their bags yet just because 
of the terror attacks. 

Yes, the expats have been sho- 
cked by Mumbai’s four-day ordeal. 
But none of them feels that Mumbai 
or other parts of India have become 
unsafe. So what if the scale of the 
attack was unprecedented? Such 
things can happen in any country in 
today’s world, they point out. There 
have been terrorist attacks in 
Madrid, London and New York, 
and they say Mumbai is the safest at 
any time of the day. 

In the bustling Colaba Cause- 
way shopping area, foreign tourists 
say they have not been deterred 
from travelling to or around India, 
noting that the attacks, while shock- 
ing, were not unique. 

Most expatriates working and 
living here are registered with their 
consulates, which kept them posted 
during the crisis. 

BT spoke to a few highly-placed 
corporate expatriates in Mumbai 
to know what they feel about this 
city and the attacks. 
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P N 
Quentin Staes-Polet/ CEO/ Kreeda Games 


Quentin Staes-Polet, a Belgian who sees himself as an economic migrant, 
says he is very happy living in Mumbai. After five years of continuous 
business visits to India while he was with IBM Digital, Staes-Polet decided 
to drop anchor in Mumbai two years ago and has no plans to go back. 

Has he changed his mind? “Of course not! 1 have my company and 
my staff here,” he says. He admits that the attack was traumatising, and 
says the government should fix things. 

He co-founded Kreeda Games, an online gaming company, in India. “1 
am more comfortable here than anywhere else now,” he says. Staes-Polet 
says he was in Hong Kong for eight years but could make only three friends. 
“Today, in Mumbai and across India, 1 have more Indian friends than I ever 
had before. They are like the friends I had in my childhood,” he says. 


“In Mumbai, | have more Indian friends than | ever had before” 
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Trevor Bull/ CEO/ Tata AIG ቅ 


Trevor Bull and his wife have been in India for the last three years 
while their three children study in the UK and come down 
during vacations. Is he worried that the terrorists had sought out 
British and Us passport holders? “No, I am not,” Bull says, “if 
you look at the number of people killed... you will see that the 
majority are Indians... It is apparent that the British and the us 
citizens were singled out to get global media attention but after 
that, it was just indiscriminate killing.” 

Will his kids be visiting India soon? “Yes, they will... they are 
international kids who have seen terror attacks in South 
Korea and the earthquake in Japan,” he says. 

He says he is more alert nowadays: “If I am in a 
crowd, I keep my eyes and ears open. Other than that, 
I am not allowing the attacks to change my life.” 


“Lam not allowing the attacks to change my life” 
















MD/ BMW India 





Kronschnabl’s company was pra- 
ctical: “We had a travel advi- 
sory not to travel to Mumbai 
till December 2 until we were 
confident enough to travel back.” 

He says three associates 
were in one of the hotels when 
the attack took place. “We adv- 
ised them to take the first flight 
and get out as fast as they 
could,” he says. 

Has doing business in India 
changed after these attacks? “I 
don’t think so... yes, there is a 
heightened sense of security 
right now, but I believe that 
BMW Group has a solid security 
policy in place for its execu- 
tives. Also, right now, what wor- 
ries me more is the slowing 
economy and thus softening 
demand,” he says. 

BMW did not have any vis- 
its to India scheduled by its 
global leadership right now. An 
expatriate, who is due to join 
BMW here in 2009, has been in 
India over the past few weeks, 
and he has not changed his plans 
for the next year. 

Has he been scarred per- 
sonally? “Yes, I would be lying if 
I said that I wasn’t worried, but 
not unduly so.” 


"| am more worried 
about slowing economy” 
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UMESH GOSWAMI 





Business Head/ Calvin Klein Jeans 

British national Oliver Kaye, who has been living and workin, 
Mumbai for a little over a year, says: “There is a lot of nérvousness but 
I am not leaving the city or this country for this reason. I have my ca 
and friends here and I really love this city. Mumbai is better than 
other city in the world." 

Kaye said it has been an amazing experience for him in Mumba 
people are extremely hospitable and it's they who make this city 

“T travel by train daily in the second-class compartment... and | thor 
oughly enjoy it. The people involve me in their discussions, some of tl 
offer me Indian knick-knacks to eat. In London, people don't even talk 
to you or say a polite hello to you in the Underground,” says Kaye, wh 
admits he is nervous after the attack. 

“The only thing I feel anxious about at this point is the way these att 
acks have been handled by the local and state authorities," he savs 


“People are extremely hospitable and it's they who make this city’ 
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COO/ IDBI Fortis Life Insurance 


Maarten Kerbert, a Dutch national, has been working 
and staying in Mumbai for the last two years with his 
family. He says he and his family love this *magnificent 
and energetic city". 

“What I like most about this city is its people. They are 
friendly and hospitable," he says. 

Do they plan to go back now? *No, we do 
not. We do not have any plans to go back. I see 
no reason to do that. Terrorism and security 
concerns, today, are a global issue and are not 
country- or city-specific. This can happen any- 
where in the world," he says. 


“This can happen anywhere in the world" 


SOSTOFTERROR CA 


WHEN GUNFIRE 
DROWNED PIPED MUSIC 


Mumbai's five-star hotels are a stage for furious networking 
for the business community. On 26/11, they became a death 
trap. BT brings you accounts of a few who made it out alive. 












Vice Chairman & Managing Director, Dawnay Day AV Financial Services 


“The financial context to life 
is not so key now” 





Mahal Palace and Tower to dine at the Chinese 

restaurant Golden Dragon. Around quarter to 10 
p.m., we heard some gunshots, which over the next few 
minutes became intermittent and nearer to where we 
were seated. It was then that the hotel staff told us to 
get under the table while one of the staff closed the slid- 
ing doors to our secluded dining area. 

After the noise of the gunfire receded, the door 
opened and the staff led us across the restaurant to The 
Chambers (a business lounge on the first floor of the 
new wing of the hotel), which was packed with 150- 
200 people. It was while on my way there that I hap- 
pened to notice a dead body lying in the corridor and 
understood the full gravity of the situation. As it 
started to get cold, the staff took out sheets and 
distributed them among the guests and they also served 
some canapés and water. 

I recall the situation was quite tense but mostly 
people stayed calm. I did speak with my wife, telling 
her not to panic and received sMses from friends 
who probably thought I had made it out of the hotel 
in time as the messages read: “hope you are safe". 
Through the hours in The Chambers we could hear 
explosions at times, gunshots far away and had a 
continuous stream of information through people 
talking to friends and families outside. There were ir- 
ritants as we heard that some idiot was talking to a TV 
channel live and commenting on the fact that senior 
industrialists, foreigners etc., were in The Chambers. 


Ë IN A GROUP OF EIGHT WHO HAD GONE TO THE TAJ 


Why didn't he just invite the terrorists in? 

At around 3 a.m., the staff started getting people 
together for evacuation. It was first families, then the 
elderly and toddlers, and lastly adult males. As I was 
going out, and about to enter the corridor, I heard gun- 
shots ahead. That created panic and mayhem and a 
near-stampede situation as people ahead of us rushed 
back to get in to The Chambers. I saw some people 
falling, perhaps from the push and shove—or from the 
shots. It was then that I took a decision not to go 
back to The Chambers. I preferred to be on my own 
and not in a panicked group. 

So, while turning back, I noticed a side door, 
which was luckily unbolted and went through it. 
The door opened to a staircase, so I kept going down 
till I reached the lobby level. I switched off the cell 
phone. I saw two policemen outside the fire exit 
(which had a glass pane) in the space that connected 
The Chambers' stairwell to the lobby. They 
motioned me through hand signals to wait there; 
eventually one of the two policemen outside opened 
the lobby door to let me out. 

I was back at work on Friday—having reached 
home at 4 a.m., watching the news until around 9 
and then sleeping till 1 p.m. on Thursday. It was only 
while watching the news when I got home that I really 
grasped the enormity of the situation. The incident has, 
however, changed my outlook towards life. The 
financial context to life that so overpowers our other 
sensibilities, as it had mine, is not so key now. 


“We heard some idiot was commenting live on TV that industrialists, 
foreigners were in The Chambers. Why didn’t he just invite the terrorists in?” 
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AUTAM ADANI HAD GONE TO THE TAJ FOR DINNER AT THE 

"Masala Craft" with Mohammed Sharaf, CEO of DP 

World and Ganesh Raj, Managing Director of pp World 
India. DP World, an international marine terminal operator, is a 
business associate of the Adanis, and operates a container terminal 
at Mundra (in the Kutch district of Gujarat). Scarcely had Adani 
finished dinner and begun chatting over a cup of coffee, when he 
spied the terrorists firing away indiscriminately from just 15 
feet away in the Taj lobby. 

There were about 50 persons in the restaurant at 9:50 p.m. 
when the attack started; the restaurant lights were switched off 
immediately. Panicky diners were escorted to the kitchen. Adani 
spent the next two hours in the kitchen. By then his wife Priti 
called him from Ahmedabad, warning him that the news chan- 
nels had just reported that Colaba causeway had been attacked. 
Adani gave her the true picture, and said that he was trapped in 
the Taj. Within minutes, Priti watched in horror the siege 
unfolding on her television screen. 

Meantime, the hotel staff helped Adani and other guests 
sneak out of the kitchen to The Chambers through the serv- 
ice area in the basement. The Chambers is where Adani 
spent the next 10 hours, talking with family and friends 
over phone. In between, at 4 a.m., just as he was beginning to 
see a glimmer of hope, a grenade blast just outside the hotel 
lounge brought back the panic. 

Describing two terrorists he saw as *very fair", Adani says the 
situation began to turn around when the National Security Guard 
(NSG) moved in at 6:30 a.m. Adani was im- 
pressed by the professional way in which 
the NsG went about the task. The com- 
mandos organised safe exit of Adani 
and other guests—numbering around 
150—from The Chambers by 8:30 a.m. 

Adani left for Ahmedabad by noon 
and reached home by 1 p.m. On 
returning to Ahmedabad, he found the 
whole Adani extended family at his 
home, bleary-eyed after following the ord- 
eal on television all night. Both wife 
Priti and son Jeet (11) didn't leave his 
side and his elder son Karan (21), 
who is in the Us, wanted to hear all 
about it over phone. 

















Chairman, Adani Group 


The terrorists were just 15 feet 
away, firing indiscriminately 
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Managing Partner, BMR Advisors 


“The firing 
continued 
unabated...” 


/ 

WAS HAVING DINNER WITH A FEW 
[5 associates at the Golden 

Dragon at the Taj. We first heard 
what sounded like gunshots around 
9:30 p.m. The restaurant was full and | 
think everyone paused when they heard 
the sounds. We dismissed the sounds as 
some celebrations, and I suspect, so did 
others. However, when a second volley 
of shots went off, it became clear that 
these were gunshots and something was 
seriously wrong outside. 

The restaurant manager asked every 
one to get on the floor. I recollect that 
he was calm and firm. All guests sat or 
lay down on the floor, while the firing 
continued unabated for about 15 to 20 
minutes. At that point, we were led 
the staff to a side door through which 
we entered into the adjoining Harbour 
Bar. We climbed up a flight of stairs to 
the Wasabi from where we were led 
through an internal service passage to 
The Chambers. I was in The Chambers 
until around 4 a.m. when we were let 
out in batches. We went down a passage 
and a flight of stairs that led to a door 
which opened out to the street at the 
rear of the Taj. From there, we made 
our way to Regal Circle, and then home. 

1 must make a special mention of 
all the Taj personnel. They were com- 
pletely outstanding—they took in- 
credible care of the people, were on 
their feet through the night, and were 
always at hand to help people. I do 
not have adequate words to express 
gratitude and appreciation for what 
each and every one of them did that 
night. I was among perhaps 40 to 50 
people that left The Chambers around 
4 a.m. on Thursday morning. There 
were many more people who, | un- 
derstand, were able to leave onlv sev 
eral hours later. 
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. THE RAGE FOR COVER 


india Inc. is scurrying to buy fresh terror 
cover even while others rush to augment 
their terror policies. NITYA VARADARAJAN 


HE LAST TIME RAVI PARAMESH- 

waran, Director (Finance), 

The Park Hotel, Chennai, 

took a terror cover for his 

5-star deluxe was over a 
year ago, terrorism was not on top 
of his mind in this peaceful southern 
metropolis. Last fortnight’s terror 
attacks on luxury hotels in Mumbai 
has the 45-year-old very concerned. 
His priority now is to increase the 
already existing Rs 10-crore terror 
cover on the hotel property, even 
though the hotel has a comprehen- 
sive cover for all calamities of 
Rs 100 crore. “We can’t relax and 
say it will never happen to us. We 
just have to prepare ourselves to 
the best of our ability,” says an 
upset Parameshwaran. 

Across the country, scores of 
luxury and star-rated hotels, in- 
stitutions and buildings, are rush- 
ing to enhance the scope of exist- 
ing insurance or seek fresh cover. 
General insurance companies are 
seeing a surge in enquiries since 
the last fortnight and top execu- 
tives, too, are seeking additional 
cover. Says Rajiv Kumaraswami, 
Head (Reinsurance), ICICI 
Lombard: “Of late, there has been 
increased demand from individu- 
als and companies for terror cover 
and we are looking at addressing 
this with new policies.” 

Fortunately for India Inc., terror 
cover was the priority of the insur- 
ance industry ever since the Mumbai 
serial car bomb blasts of March 12, 
1993, that severely damaged the 
Bombay Stock Exchange building. A 
common pool managed by the 
General Insurance Corporation of 
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A SHIELD FROM TERROR 


Rs 4 200 crore 


12 


00-2 200 
RS er crore 


The Insurance Regulatory Development 
Authority (IRDA) has created a common 
pool for terrorism insurance 


General insurance companies route the 
premium collected to the common pool 
and settle claims from the same 


Any public or third-party liability 
insurance cover should contain terrorism 
as an add-on benefit in their policies 


An insurance company must assess 
a property's value, its structure and all 
its contents 


One or many general insurance 
companies together can propose to 
cover property against terror 


The insurance agreement should 
clearly and specifically list all types of 
terrorism acts in the policy documents 


Individuals are covered for 
terrorism-related accidents with a 
personal accident policy 


Specific terror covers are being 
launched as group schemes with 
limited benefits and cheaper costs 





India (GIC) with an initial corpus of 
Rs 200 crore, which has now grown 
to Rs 1,200 crore, was set up to 
compensate claims for terror att- 
acks. While many companies are 
insured with standard policies like 
damage to civil structures due to 
natural causes, terror cover is avail- 
able at an extra cost and depends on 
the nature of the business. Terror 
insurance also covers third-party 
liability insurance, particularly use- 
ful for hotels and offices as this 
covers loss of life. 

One big question is whether the 
Rs 1,200-crore terror corpus 15 
enough to cover terror across the 
country. “The corpus has sufficient 
funds now, but if a similar scale 
catastrophe occurs again in the next 
few months, premium rates could 
harden,” says Anoop Harjani, 
President, Optima Insurance 
Broking. Incidentally, premium rates 
for third-party liability insurance 
hardened by 30 per cent for all 
types of policies. 

As of now, top executives have 
limited terror cover choices as only 
a few companies have launched 
such products. It’s usually the per- 
sonal accident policy that helps 
bridge the gap for the individuals 
affected by terror. Terror attacks 
are not specifically included in a 
personal accident policy, at the same 
time, they are not excluded either. 
Says G.V. Rao, a risk management 
consultant, and former CMD, 
Oriental Insurance Company: 
“There are companies that don’t 
offer terror cover explicitly, so it’s 
better to check the personal accident 
policy for inclusion.” 

For now, companies wanting 
to upgrade their existing policies 
to include terror cover have to wait 
till the policy comes up for ren- 
ewal, as modifications are not all- 
owed midway. For the fresh terror 
cover seekers, a higher budget all- 
ocation towards terror premium is 
perfectly reasonable to recover 
quickly from any collateral damage. 
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GUEST COLUMN/ANDREW HORNE 


“Look at Prevention, Reaction, Resumption” 





India, is not only a corporate veteran at the 

American firm but also an alumnus of the 
Royal Military Academy who served for six years 
with the Royal Scots Dragoon Guards. He spoke 
to KUSHAN MITRA on how companies could be 
prepared for extreme eventualities like the recent 
terror attacks in Mumbai. 

There is a lot that has changed over the past 
two decades when it comes to companies being 
prepared for the worst. Insurance and corporate 
liability has played a major role in defining the 
new preparedness. Every major company in 
the world today has a crisis management plan for 
executives as well as assets and a business 
resumption plan in place. And it is not just ter- 
ror that companies need to worry about, but also 
natural disasters like the one that hit New 
Orleans, as well as industrial accidents. 

When it comes to terror, companies have to 
look at all three aspects—prevention, reaction 
and resumption. A company can seek to only 
deter an attack, because, at the end of the day, 
prevention is the responsibility of the state. We 


ñ NDREW HORNE, MANAGING DIRECTOR, XEROX 
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can act as a deterrent by implementing strict 
security and access standards and educating our 
employees about the importance of security. 
At Xerox India, we have taken steps towards that 
—from increasing security and also drilling into 
guards the message that familiarity should not 
make security lax. Every person, from the junior- 
most service employee to the senior-most man- 
ager, should be subjected to the same level of 
security, there are no exceptions and there 


We run at least three fire drills every 
year so that our people know where 
the emergency assembly points are 


should be no exceptions. What if someone sen- 
ior walks in with a bomb in his briefcase into an 
office or walks out with sensitive documents 
because terrorists or any other malicious people 
are holding his or her family hostage? Such 
incidents have occurred earlier. 

You also have to explain to your employees 
the importance of these plans. Companies should 
audit both the crisis plan and the resumption 
plan, either virtually or through practice. We run 
at least three fire drills every year so that our peo- 
ple know where the emergency assembly points 
are and we can safely do headcount checks. 
Your plans have to be robust, but you also need 
to be pragmatic, and sometimes you do need to 
have a ‘Plan B’. Most importantly, leadership has 
to be sharp and decisive. As for business re- 
sumption, the emotional trauma of an attack 
notwithstanding, we have to make sure that 
business goes on. We still need to send out in- 
voices and products and service customers. 

Regarding the Mumbai attacks, I do not 
think it is fair to single out any one country as be- 
ing more dangerous to do business. Attacks 
have taken place across the world from Moscow 
to Bali and Madrid. As a British national, I did 
know people who were affected by the London 
bombings. Terror is not a localised phenomenon, 
and, therefore, for multinational companies, 
you have to look at terror as a global issue. 


ia 
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AN INFLEXION POINT 





Institutions with a lower appetite for risk are better able to face the global 
financial storm. Is that why CEOs of PSU banks are smiling? TEAM KPMG 


EPTEMBER 2008 IS LIKELY TO 
be remembered as the 
month that saw the col- 
lapse of the financial 
world, as we knew it. 
Icons of Wall Street went belly-up, 
lost their identity by converting 
themselves into commercial banks, 
sliced themselves up into pieces or 
were forced by regulators to merge 
with other banks. A large number of 
marquee names are now owned by 
governments. Wall Street will never 
look the same again. 

Amongst all this global turmoil, 
there is a positive outlook for India. 
As we analysed the audited results 
(2007-08) of banks in India for the 
Best Banks Survey, we could not but 
compare the strength of the Indian 
banking system to the over-lever- 
aged banks in the us and Europe. 
In the previous year’s assessment 
(Business Today, February 24, 2008) 
we had decided to add more weight 
to the strength parameters vis-a-vis 
the growth and size parameters. 
Time has proven us right. 


The World Order Changeth? 
China and India have suffered— 
what can only be called—collateral 
damage. China, due to its direct link- 
age to diminishing demand in the 
West for its massive exports, and 
India, due to the consequential dam- 
age resulting from the significant pull- 
out of investments by global investors 
from its capital markets. However, 
given the massive war-chest of China, 
the macroeconomic structure of India 
and the relatively insular 
nature of their large banks, the two 
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seem to be relatively less damaged. 

Yet, cracks are starting to appear 
in Indian banking, too. While Indian 
banks have limited or no exposure to 
the subprime crisis, they seem to be 
struggling to cope with the liquidity 
crisis. Tight liquidity has resulted in 
increased interest rates across the 
board, and a cutback on lending by 
the banks to the real estate sector. 
The Indian manufacturing sector 
and the economy as a whole are 
feeling the impact. 

Additionally, the flight of for- 





eign capital from the stock market 
has dramatically reduced the collateral 
value of promoter shares, further ag- 
gravating the problem of accessing 
capital. The RBI has acted swiftly to 
contain the damage by reducing the 
CRR, SLR and repo rates. It has also 
provided lines of credit (Liquidity 
Adjustment Facility) to provide liq- 
uidity to the tune of Rs 2.5 lakh crore. 

However, the systemic damage 
is starting to tell. While most ana- 
lysts have focussed on the short- 
term impact of the financial crisis, a 


longer term view starts presenting 
some very interesting questions and 
possibilities. At a banking and 
financial services industry level: 
with the large global banks im- 
paired for the foreseeable future, 
can consolidated banks from India 
and China take on a more global 
role? Could draconian risk assess- 
ment norms imposed by the G20 
result in a tectonic shift in risk- 
linked asset pricing and result in 
certain types of leveraged models 
completely disappearing? Given all 
these changes, will certain banking 
models and the very existence of 
some banks be questioned; with 
universal banking no longer fash- 
ionable—given that off-balance 
sheet transactions are likely to be 
brought into the ambit of regulatory 
supervision and investment norms 
tightened—the current models of in- 
vestment banking and fund man- 
agement are expected to undergo a 
fundamental structural change. 


Indian Banks’ Finest Hour? 
The KPMG Annual Best Banks 
Survey is a check-point on the per- 
formance of the banking system in 
India. The past five years have seen 
the Indian banking industry gain 
significant strength. This strength is 
reflected in the high growth in 
credit and size of the balance sheets; 
well diversified portfolios across 
corporate, retail and SME; improved 
margins and spreads; healthy asset 
quality; reduction in non-perform- 
ing assets with improving asset cov- 
erage ratio; and improvement in 
the implementation of the SARFAESI 
Act through effective use of debt 
recovery tribunals. 

Not surprisingly, PSU banks, with 
low-risk appetites and being conser- 
vative followers of regulatory guide- 
lines, have significantly improved 
their position. Driven by better tech- 
nology and risk principles, they have 
seen considerable improvements in 
their asset quality, operational effi- 
ciency, spreads and margins. 





However, crucial challenges lie 
ahead in the immediate future. Key 
amongst these is the need for man- 
aging capital for addressing the 
needs of a credit-hungry India, in 
the face of stricter adequacy norms 
under BASEL II guidelines and sub- 
stitution of foreign currency bor- 
rowings. For PSU banks, where gov- 
ernment ownership has been re- 
duced to just above 50 per cent, 
this poses a major structural and 
ownership challenge. 


Consolidation Ahoy! 
Capital requirements and manage- 
ment is one of the most critical 
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challenges Indian Banks are likely to 


face over the next few years. Most 
banks are adequately capitalised— 
the median capital adequacy ratio 
for large banks in 2007-08 was 
12.34 per cent as against 12.02 per 
cent a year ago. The RBI estimates an 


SHAKEOUT ON THE CARDS 


Smaller and weaker banks may have to merge 
into stronger ones. 





Numbers are price/adjusted book value 
CMP as on Dec. 1, '08; Book Value for FY '08 
Source: Company Websites, Bloomberg 
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additional requirement of Rs 10,000 
crore over the next five years to 
support continued credit growth 
at 12 per cent capital adequacy. 
This additional requirement for 
capital is arising due to three key 
factors: Incremental credit required 
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PSBs lead the pack. 
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for sustaining the current levels of 
economic growth; servicing of over 
$220 billion (Rs 11 lakh crore) of 
external debt over the next few 
years, constituted largely by external 
commercial borrowings (ECB). A 
large part of this borrowing is likely 
to be re-financed through domestic 
borrowing given the credit tight- 
ness in the international markets 
and higher credit spreads for emerg- 
ing markets like India; and, third, 
higher capital requirement on ac- 
count of implementation of the 
BASEL ፲ norms and the anticipated 
impact from slippages in asset qual- 
ity due to the ongoing credit crisis. 

Given the state of the capital 
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COST-TO-INCOME (%) 


Operating costs are being reined in. 





markets, the likelihood of Indian 
banks being able to raise such a 
staggering amount is remote. The 
implications for the Indian bank- 
ing system are immense: banks with 
strong balance sheets and a focus on 
stakeholder rewards might still be 
able to access the capital markets, 
although at significantly depressed 
premiums. Banks also need to im- 
prove their efforts to efficiently col- 
lect low-cost deposits through their 
more modernised and extensive 
branch network. 

The weaker and smaller banks 
may not have either of these 
options and may, therefore, need to 
either merge with larger and 


stronger banks, or seek infusion of 
capital from the government. 


Low-cost Borrowings Are Back 
The collapse of global investment 


` banks has an important lesson for 


financial markets. Investment banks 
based their “funding strategy" on 
high-cost bulk deposits for growing 
their balance sheets. The first con- 
sequence of the credit crunch was 
the flight of bulk deposits to per- 
ceived safer investment options, 
leading to a rapid erosion of the 
funding base. This has put the spot- 
light back on growth through the 
humble “low-cost deposit" as the 
more stable banking model. 

Most Indian banks have estab- 
lished a strong franchise to raise 
low-cost deposits. The ability to 
grow that base is critical to their 
effective management of the bal- 
ance sheet for maintaining adequate 
liquidity, lower their cost of bor- 
rowing and subsequently higher net 
interest margins and finally for 
establishing a diversified risk-based 
asset product portfolio. 

Private and public sector banks 
in India have increasingly focussed 
on the growth of their low-cost 
deposit base. By leveraging tech- 
nology, branding and through ad- 
vertising and large branch net- 
works, these banks have built im- 
pressive deposit-conducive fran- 
chises. In the next few years, they 
may have to consider the value and 
productivity in their customer fac- 
ing processes as their franchise size 
grows. Effective channel manage- 
ment, offering value-added serv- 
ices to attract customers, and brand 
recall and recognition are likely to 
be key imperatives to support the 
growth of low-cost deposits. 

The weaker and smaller banks 
are likely to face significant chal- 
lenges in attracting low-cost deposits 
in a tight liquidity scenario, impacting 
their ability to grow, as will banks 
that have a significant proportion of 
their funding through bulk deposits. 
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THE NPA PICTURE 


NPAs are on the decline for most leading banks. 
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Operating Costs 
Here’s another positive view of the 
Indian banking system. Most banks 
have shown good growth while 
keeping their operating costs 
under control. The cost-to-income 
ratio, which reflects control over 
operating costs, has shown an im- 
proving trend and this is especially 
true of the large banks. The 
improved use of core technology, 
better operating controls, cost re- 
ductions due to optimised central 
processing models have resulted in 
improved returns to stakeholders. 
However, most banks are also 
guilty of silo-based cost increases 
during the credit expansion phase 
in the last five years. While they 
have created valuable distribution 
franchise models to distribute cap- 
ital market products and increase 
share of low-cost deposits, cost in- 
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efficiencies were 
generally hidden in 
SBI the high-growth 
numbers. If, as pre- 
dicted, the Indian 
economy does slow 
down for the next 
few years and retail 
credit off-take re- 
duces significantly 
due to 
25 high interest rates, 
these inefficiencies 
could start showing 

up prominently. 

Private and foreign banks have 
already started rationalising their 
business structures and may most 
likely shrink their fixed costs as a 
response to the slowdown. PSU 
banks, without as much flexibility 
to lower their fixed costs, may, 
therefore, need to improve their 
incomes through efficiency and 
productivity measures for control- 
ling their cost-to-income ratios. 

Indian banks need to respond 
rapidly to the market slowdown by 
lowering operating costs in response 
to potentially lower incomes. Banks 
that can continue to increase their 
market share, at either the same or 
lower costs, are the ones likely to 
emerge winners. 


Wither Asset Quality? 


The global crisis and the resultant 
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BANK OF INDIA 





THE BANK 
THAT 

CAME 
IN FROM 
THE COLD 


T.S. Narayanasami 
is the man with the 
Midas touch. After 
working his magic 
at a couple of other 
public sector banks, 
Narayanasami has 
succeeded in taking 
Bank of India to the 
top of the heap in 
the BT-KPMG Best 
Banks study. Here's 


hOW. ANAND ADHIKARI 
AND RACHNA MONGA 











ILL A FEW YEARS AGO, 
shareholder value was a 
buzzword heard at ana- 
lysts’ meets, press con- 
ferences and annual 

general meetings—mostly of pri- 

vate sector corporations. Value- 
creation wasn’t something you exp- 
ected to be too high on the priority 
list of head honchos of public sector 
undertakings (PSUS). Until the likes of 

T.S. Narayanasami burst onto the 

banking scene. Sitting in his fifth 
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Change in R etur urn on Asset 


Return on Capital Employed (76) 


NPA Coverage (%) 75.57 
Balance Sheet Size (Rs crore) 1,78,829 
Cost-to-Income Ratio (%) 0.42 
Return on Assets (96) 1.12 
Capital Adequacy Ratio (6) 12.95 
Net NPA (96) 0.52 


Figures as on March 2008 
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0.0079 
Andhra Bank 35.43 
Union Bank of India 91.21 
State Bank of India 7,21,526 
Citibank | 0.36 
Standard Chartered 2.32 
Federal Bank 22.46 
Andhra Bank 0.16 


Source: BT-KPMG study 


floor corner office at the swank all- 
glass Star House, the headquarters 
of Bank of India (Boi) in suburban 
Mumbai's Bandra-Kurla complex, 
the 59-year-old Chairman & 
. Managing Director is virtually glued 
to a terminal that throws up stock 
prices in real time. “This is my bread 
and butter," quips Narayanasami. 

That may make him sound like 
a bit of a common day trader, fix- 
ated on price movements and little 
else. But Narayanasami has been 
busy with a lot, lot more—and that's 
reflected in Bor's performance. The 
BT-KPMG Best Banks study covering 
some 60 banks has thrown up Boi as 
the winner, leaving private bank 
biggies like HDFC Bank (Br-KPMG's 
Best Bank for the past four years 
now), 10101 Bank as well as public 
sector giants like the State Bank of 
India and Punjab National Bank 
behind. Bol is one of the few banks 
to have survived the carnage on 
Dalal Street. Its stock was quoting at 
Rs 250 lastfortnight, down by just 
32 per cent from January levels 
when the indices were at their peak; 
the stock markets have since fallen 
by 56 per cent. 

The keen eye on Dalal Street 
has also allowed Narayanasami to 
raise some precious capital. In 
February, he collected a little over 
Rs 1,300 crore by placing shares 
with institutions at Rs 350 per share, 
through a follow-on offering. The 
CMD can be complemented for his 
timing, for that was when the 
benchmark Sensex had just begun to 


beat a furious retreat from peak 





ABOUT A BANKER 
NAME: TS. Narayanasami — 
AGE: 59 
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DESIGNATION: Chairman 6 
MD, Bank of India (Bol) - 


PREVIOUS STINTS: 

CMD of Andhra Bank 

(April 2004-May 2005); 
CMD, Indian Overseas Bank 
(08) before joining Bol 
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NOTABLE ACHIEVEMENTS: 
m Achieved net profit of over 
Rs 1,000 crore at IOB 
in 2006-07 

m At the forefront of acquisi- 
tion of Bharat Overseas Bank 
m Expanded Andhra Bank 
outside the state 

m Brought down NPAs from 
4.60 per cent to 2.38 per cent 
in a year 








is not just the 
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Every parameter 
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levels of 21,000-plus. Analysts att- 


ribute the stock performance to Boi 
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down and pressure on profitabil- 
ity. For instance, the CMD points 
out, better NPA management has 
resulted in lesser provision, “which 
ultimately adds to profitability”. 
The bank trimmed its net NPAs from 
a high of 0.95 per cent in 2006- 
07 to a low of 0.52 per cent. Sim- 
ilarly, an increased focus on fee- 
based income creates an additional 
revenue stream for the bank and 
also adds to profitability. The bank’s 
non-interest income increased by a 
whopping 35 per cent, from 
Rs 1,563 crore in 2006-07 to 
Rs 2,117 crore last year. “This is 
going to be a major focus area for 
us,” says Narayanasami. “If you 
perform on every parameter, it can 
contribute to revenues as well as 
profitability,” adds the banker, who 
started his career some 39 years 
ago as a probationary officer in 
Union Bank of India. 

Narayanasami’s success mantra 
is to look within and make the best 
of existing resources. The biggest 
strength of any state-owned bank 
in India is its branches. Narayana- 
sami set his eyes on the 2,884 
branches when he stepped into the 
bank's headquarters 18 months ago. 
“We have segmented branches into 
resource centres,” says Narayana- 
sami, who is in constant touch with 
his 48 zonal offices on a regular 
basis. As a first step, he refocussed 
the branches as per client needs. 
For instance, those in residential 
areas would concentrate on savings 
accounts, those in business and ind- 
ustrial areas would try to realise 
the potential in current accounts, 
and the branches in rural areas 
(where agriculture is the main act- 
ivity) would focus on priority- 
sector lending. 

The public sector and customer 
service aren’t contradictions in terms 
any more—not at least at Bol. But 
not only are employees being 
trained to handle the customer bet- 
ter, the branches are also being enc- 
ouraged with incentives to garner 
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A BLESSING IN DISGUISE 


Relatively low exposure to retail has proved beneficial. 
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HIGH ON EXPECTATIONS 


Market believes Bol can maintain its winning streak. 
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more deposits. Result: 801 boasts 
of one of the highest profits per 
employee amongst the 20-odd state- 
owned banks, at Rs 4.95 lakh per 
employee, next only to Corporation 
Bank, Union Bank of India and 
Oriental Bank of Commerce. 

As Narayanasami knows, low- 
cost deposits (a 32 per cent share in 
total deposits) by themselves aren't 
adequate to support the bank's huge 
lending requirements. That's why 
pol has started attracting term dep- 
osits in a big way. “We have been 
running campaigns for raising term 
deposits to bridge the gap," he says. 

The other focus area on the rev- 
enue side is to generate more non- 
interest income by way of fee-based 
income through selling mutual funds 


and insurance policies. “We are 


positioning our branches as a major 
source of generating fee-based inc- 
ome," says Narayanasami. 
He has, indeed, put the bank on 
a stronger wicket with new busi- 
nesses lined up to take advantage of 
the bank's large customer base, of 
over 27 million. A life insurance 
venture with Union Bank of India 
and Japanese partner Dai-ichi 
Mutual Life Insurance Company 
is on the fast track. A foray into 
asset management will also get fin- 
alised soon, while there are plans 
afoot to enter into credit cards. 
The challenge, clearly, is to sus- 
tain the growth momentum. 
Narayanasami maintains that the 
bank will sustain its profitability. 
But analysts, like Punit Srivastava of 
Enam Securities, aren't so sure. 
“There are challenges like the base 
effect since the bank has grown 
consistently in the past in terms of 
advances, revenues and profits," 
says Srivastava. Adds Darpin Shah, 
Research Analyst at Dolat Capital 
Market: *The challenges for the 
bank could be the rising net NPAs 
and also directive credit to certain 
sectors as directed by government." 
Bol has shown little signs of 
flagging in the past two quarters, 
with both revenues and profits up 
smartly over the previous corre- 
sponding periods. The third quarter 
could, however, prove to be 
Narayanasami's biggest test yet. 
Ashok Jainani, Vice President 
(Research & Market Strategy) at 
Khandwala Securities, says due to 
the freeze in overseas credit markets, 
the bank will find it difficult to raise 
overseas deposits. ^We expect the 
bank to slow down on its interna- 
tional business," says Jainani. Adds 
V.K. Sharma, Head (Research), 
Anagram Stockbroking: “The real 
test of Bank of India would be now 
in the current challenging times.” 
Retail growth across the industry 
is slowing. So, will Narayanasami's 
performance mantra work this time, 
too? Watch this space. 88 
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YES BANK 





THE YES 
FACTOR 


|] emerges trumps 
amongst smaller 
banks. CEO Rana 
Kapoor has a game 
plan to take it into 
the big league. 
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mainly due to a low base. Kapoor is 
keen to grow at 35-40 per cent for 
the next three-to-five years. For the 
second quarter ended September 
2008, YES Bank's net profit increased 
by 40.5 per cent to Rs 63.6 crore 
and total net income was up 35.1 


SEARING PACE 
YES Bank has been growing rapidly. 









29.98 — 
1817 — 


90433 1,310.83 50761 19፡8 — 
19179 ^ 35453 à— 19457 39712 — 


Interestincome — 
Other income —^— 


Totalincome . à 1,056.12 1,665.36 782.18 &— 289.99 4 
Averageassets — — . . 1404293 7633 - 2720 6391 — diim Ph t دا‎ crore. The vd 
Average advances — —  À(— 7660 — 43484 1584 3805 O e expectation: 
Average deposits — — à à à 10,7468 5,5654 3 1,7867 331.5 — d P | 
, -— the reason for this was lower than 
gpa! adequacy ralto (o) Bs. — لظ ألا‎ 7 0-7 expected non-interest income due to 
olQpjjj|A—— -— ——- — sluggish financial markets, especially 
Employees 3,150 2,443 627 207 the stock market. “The overall busi- 


Note: Figures are in Rs crore, unless specified Source: KPMG, company 


move, in quick time, beyond the 
traditional model of lending and 
borrowing, into allied areas like 
investment advisory and distribu- 
tion of financial products. Its po- 
sitioning in a fairly cluttered bank- 
ing landscape is to be the bank 
for emerging and future India. 
“Since inception, our objective has 
been to provide all kinds of serv- 
ices and to be a universal bank,” 
says Rana Kapoor, Managing 
Director & CEO, YES Bank. Clients, 
he says, are looking at compre- 
hensive services rather than just 
borrowing and lending. 

That strategy seems to be 
working well: in the first half of 
the current fiscal, non-interest in- 
come constituted almost 44 per 
cent of total income. However, a 
section of analysts isn’t too com- 
fortable with the bank’s strategy 
to have high non-interest income 
in the current environment. “YES 
Bank has relied on wholesale de- 
posits and fee-based income, 
which have slowed down in the 
recent past. Non-interest income 
grew at compounded annual 
growth rate of 90 per cent, but it 
has slowed down to 25-30 per 
cent,” says Vaibhav Agarwal, 
Research Analyst (Banking), Angel 
Stock Broking. 

Kapoor, for his part, isn’t go- 
ing to focus only on advisory and 
fee-based income in the years ahead. 
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Over the next three-to-five years, YES 
Bank plans to flag off a mutual 
fund, retail broking and insurance 
distribution. Insurance itself, how- 
ever, is a no-no. “There are already 
a lot of players in this business,” 
says Kapoor. What’s more, the long- 
gestation nature of the business jux- 
taposed against the age of this bank 
makes an insurance venture all the 
more risky. YES Bank will also steer 
clear of personal loans and credit 
cards, which have become a liability 
of sorts for several banks. 
Caution, however, shouldn’t be 
mistaken for a lack of aggression. So 


far the bank’s growth has been high 





A YES Bank branch: 61 of them already 


ness model of the bank is good, 
only the current business environ- 
ment has changed the outlook for 
the bank,” says Angel’s Agarwal, 
who prefers large bank shares for in- 
vestment over smaller banks. 

Yet, you have to hand it to YES 
Bank for thinking out of the box to 
differentiate itself from its pedi- 
greed peers. Since the beginning, 
the bank identified emerging sectors 
like agriculture, life sciences and 
infrastructure for its core banking 
operations. The reason for this is 
that these are the sectors that will 
have to grow if India has to emerge 
as a leading global economy. These 
sectors constitute around 45 per 
cent of YES Bank’s total advances. 
Even though the non-interest in- 
come for the bank has slowed 
down, loans to small and medium 
enterprises are witnessing good 
growth. Analysts say this could be 
one of the big businesses for the 
bank in future. 

The bank does not see any 
problem in growing its loan book 
and the required capital for it. 
“Current capital adequacy is 
enough for us to grow for the next 
one year,” says Kapoor. The bank 
has a capital adequacy ratio of 14.3 
per cent. Moreover, the bank has 
no plans for selling an equity stake 
to a strategic investor once the next 
stage of banking reforms comes 
into place. YES Bank wants to be 
among the top five private sector 
banks by 2012—on its own. 
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Chairman Nayak’s 
policy of looking 
before venturing 
has made Axis Bank 
immune to many of 
the industry's woes. 
ANAND ADHIKARI 
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Axis Bank’s Nayak 


IXTY-ONE-YEAR-OLD PANGAL 

Jayendra Nayak has just eight 

months left to retire from the 
country’s third-largest private sector 
bank that he created from scratch. A 
media-shy Nayak has bit by bit cre- 
ated a strong foundation for the 
bank without much fanfare. But 
even as he waits for his innings in 
the 14-year-old bank (he was an 
IAS officer for 25 years prior to this) 
to come to an end, this Cambridge- 
educated professional is not sitting 
idle: he is busy setting the agenda 
for the bank’s future. 

Over the next decade, Nayak 
wants to position Axis Bank more as 
an international bank with a strong 
presence in several parts of Asia. 
In a way, he has already made a 
beginning by building a $2-billion 
(Rs 10,000 crore) overseas book 
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High Profitability 


Axis Bank enjoys one of the best net interest 
margins among its peers. 
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Bank of India 2.95% 


Source: BT Research 


Risk Aversion 


A balanced portfolio helps achieve risk 
diversification. 
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Chasing Quality Assets 


A cautious approach has drastically reduced 
NPAs in the past few years. 
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Source: Axis Bank 








with presence in China, Hong 
Kong, Singapore and Dubai, among 
others. International lending today 
accounts for 8 per cent of its total 
advances. “Our current interna- 
tional strategy is to consolidate busi- 
ness in Asia. We may subsequently 
look elsewhere,” says Nayak. 

In the domestic market, Nayak’s 
bank will aspire to become less of an 
urban or large city-centred bank, 
and will, instead, look for a much 
stronger presence in smaller towns 
and villages. “That process is already 
underway and by the end of this 
year, we should have a presence in 
more than three-fourths of the dis- 
trict headquarters,” reveals Nayak. 
Axis today has 241 branches in 
metros, 289 in urban, 252 in semi- 
urban and 27 in rural areas. In fact, 
you have to believe this man who 
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has tirelessly worked—unnecessary 
controversies, notwithstanding—to 
create a bank that has been ranked 
#2 in the BT-KPMG Best Banks study. 

Interestingly, Axis Bank is way 
ahead of HDFC Bank (the 5th-time 
winner of the BT-KPMG survey) and 
stalwarts like ICICI Bank and SBI in 
overall growth, size and strength 
parameters. The bank’s stupendous 
success clearly owes to its unique 
strategy of doing things differently 
from some of its peers, for instance, 
not focussing predominantly on any 
one particular business segment 
(like retail banking) in an aggressive 
way. Axis has only 24 per cent of its 
total book in retail. 

Today, Axis Bank has a balanced 
portfolio of corporate, SME, agri- 


retail lending,” says Nayak. Today, 
Axis has the fastest-growing CASA 
franchise amongst all the banks in 
the country, and this has enabled it 
to achieve a very competitive cost of 
funds, which, in turn, has enabled it 
to price its loan assets competitively. 
“A rapid pace of loan growth would 
not have been possible without this 
sequencing,” says Nayak. 

On the SME side, too, where 
many banks are stressed, 
Axis has approached very cau- 
tiously. “Our net NPAs (non- 
performing assets) on the SME side 
are very low at 0.4 per cent. It 15 
amongst the best quality portfolio 
we have,” says Nayak. The bank 
has adopted a bottom-up approach 
for developing its loan portfolio 


team and recruited people on our 
payroll,” says Nayak. 

The bank had also set up a sub- 
sidiary, Axis Sales, to source retail 
assets, in line with the Direct Sales 
Agents. It has helped gain a much 
better control over the quality of 
people who source business for the 
bank. This, in turn, has ensured a 
higher quality of asset acquisition. 
“We also have a policy that man- 
dates that no outbound telephone 
calls can be made to anyone who is 
not a customer of the bank, for we 
realise that these can be intensely irr- 
itating and violative of individual 
privacy,” says Nayak. 

There is also no danger of NPAs 
from the corporate portfolio, as 
sector concentration risk is very 





cultural lending and retail. “We are 
better risk-diversified between large 
and mid-corporate banking, SME 
banking, agri-business banking and 
retail banking,” says Nayak. 
Caution and control have been 
the watchwords at Axis. In early 
2000, when everyone was getting 
into retail banking without focussing 
on the retail liabilities (retail low-cost 
deposits), Axis Bank first began by 
looking at the liabilities side of the 
business, and only after that was 
taken care of satisfactorily that it 
entered retail lending in 2003. “We 
realised that the focus on retail bank- 
ing would need to be as strong on 
the liabilities side (building a fast- 
growing current account and savings 
account franchise) as on getting into 
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in the SME segment. 

Concurrently, the bank devoted 
a lot of attention to distribution is- 
sues before entering every single 
retail as well as corporate segment. 
“To avoid getting into the com- 
modity trap, we have developed 
strong alternate channels, set up 
differentiated sales model and cre- 
ated specific products for different 
customer segments,” says Hemant 
Kaul, Executive Director, Axis Bank. 
For instance, when the bank decided 
to enter into agricultural lending, es- 
pecially tractor lending, it initially 
relied on dealers in tractor financing. 
But later, when it found that NPAs 
were rising faster than its comfort 
level, it stopped sourcing from 
dealers. “We set up our own field 


low. “We have handled our cor- 
porate book in such a way as to 
have no undue concentration 
in any one particular sector,” 
reveals Nayak. 

But there are also challenges for 
the bank. Pankaj Namdharani, vp, 
SPA Securities, says the future exp- 
ansion in rural and semi-urban areas 
and in the sME sector is likely to be a 
time and resource consuming affair. 
“It has very little presence in the 
international market, which is a 
cause of concern,” says Namdharani. 

As Nayak readies to retire, he 
leaves behind a bank that’s capable 
of not just weathering the economic 
slowdown, but also emerging as 
one of the leading financial serv- 
ices players of consequence. 
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BANKING ON EFFICIENCY 


Union Bank of India under M.V. Nair is setting new 
benchmarks in efficacy. ANAND ADHIKARI 





HE 15! FLOOR OF THE UNION 
Bank of India building at 
Nariman Point offers a 
panoramic view of Mumbai's 
financial market. At one end is life 
insurer LIC's Yogakshema Building 
that has withstood many a chal- 
lenge and at the other are those of 
giants like SBI and the Bombay 
Stock Exchange. But for Mavila 
Vishwanathan Nair, Chairman & 
Managing Director, Union Bank 
of India, the view is particularly 
re-assuring. "I get lots of positive 
energy (by just looking)," he says, 
leisurely gazing through the long 
windowpane. “I call up Vijayan 
(LIC Chairman T.S. Vijayan) when- 
ever I feel a bit down,” he adds. 
But for now, it’s a moment of 
elation for Nair. His efforts in en- 
hancing efficiency and productiv- 
ity have been endorsed by the BT- 
KPMG Best Banks study, which has 
ranked Union Bank #1 on these 


94 BUSINESS TODAY DECEMBER 28 2008 





ን >. 
7 
( 


b. i 


v 


| 
Dd 
k 

1 


m 


4 
Ti 
>| 


"e 


r 
” 


two parameters. Overall, the bank 
has improved its ranking from #8 to 
#4, next to HDFC Bank. “We man- 
aged to create higher skill levels by 
focussing on training and develop- 
ment of our people,” Nair says, 
adding that moving the bank’s back- 
office functions to centralised hubs 
had improved the productivity of 
the branches. 

Today, the bank’s cost-to-in- 
come ratio at 44.4 per cent (as of 
September 2008) is among the best 
in the industry—it was 43.96 per 
cent in September last year (see 
graphs). The bank’s planned foray 
into AMC and life insurance also 
won't impact its cost structure. “The 
AMC business doesn’t require much 
capital,” says Nair. The bank plans 
to fund the life venture with its in- 
come from selling third-party mu- 
tual fund schemes and life insur- 
ance. It earned about Rs 25 crore in 
fees last year and expects to mop up 


EMPHASIS ON PRODUCTIVITY... 


Average business per employee 





Average business per branch 





ER. 


Net profit per employee 
3.87 





4,45 


Net profit per branch 
48.52 
Gross profit per employee 


8.14 
9.93 






Gross profit per branch 






92.70 
108.25 


Figures in Rs lakh 


...HAS HELPED MANAGE COSTS 


Cost-to-income ratio 
43.96 
44.40 





Operating expenses to Average Working Fund 
1.58 
1.73 


um April-Sept. '07 
Figures in per cent 


um April-Sept. '08 
Source: Union Bank of India 


Rs 35-45 crore this year. 

The bank's asset quality is among 
the best: it’s ranked #3 this year in 
net NPAs at 0.17 per cent, and at 
the top in NPA coverage with a 91.21 
per cent coverage. “We are very 
focussed on recovery as well as pro- 
visioning," says Nair, who wants to 
turn Union Bank into a tech-savvy 
outfit providing all the services that 
private sector banks boast of. 

But through all this, the bank 
has not stopped adding new 
branches and people. It is adding 
500 branches this year. “Typically, a 
branch takes about 12-18 months to 
break even," says Nair. As for hires, 
the bank plans to add over 4,000 
people by March 2009. 

"We all had a golden phase 
of 4-5 years. Now there are chal- 
lenges for banks over the next 
one-and-a-half years," says Nair. 
[n the same breath, he adds, *this 
is the real test." 
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'CORPORATION BANK 


NARAYANA BALILA 





PRACTICAL BANKING 


Keeping NPAs in check is religion here, but so is giving 





genuine defaulters a chance. K.R. BALASUBRAMANYAM 
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Making a change: Corporation Bank's Garg 


HIGH PERFORMING ASSETS 


Net NPA 
0.64 


Total Business 
94,610 
72,307 


2005-06 2006-07 2007-8 


1-year Growth: | 2-year Growth: 1-year Fall: 
8% 66.5 -31.9% 
Total Business, Net Profit in Rs crore NPA in % 


in his new job as Chairman and 

Managing Director of Corpor- 
ation Bank. But he has all the critical 
figures at his fingertips and has kept 
a list of assets under vigil. He has 
classified loans as Al, A2 and A3. 
The first set poses no problem, but 
A2 and A3 are loans where install- 
ments are due beyond 30 and 60 
days, respectively. The recovery is 
regularly monitored, and Garg 


J .M. GARG IS BARELY A MONTH OLD 
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Net Profit 





536.1 





444.5 


2005-06 2006-07 2007-'08 


1-year Growth: 
37.1% 


2-year Fall: 2-year Growth: 


-50% 


personally keeps tabs on cases where 
the amount due exceeds Rs 50 lakh. 
Fifty-eight-year-old Garg, a post- 
graduate in physics and a career 
banker, is happy to steer a public 
sector bank “with a private sector 
outlook,” as he describes it. Formerly 
Executive Director at Punjab 
National Bank (PNB), Garg is keen to 
replicate some of its best practices. 
On its own, the bank ended the 
last financial year quite well, with a 





net NPA of 0.32 per cent, which has 
earned it the top rank in this year’s 
Business Today-KPMG Best Banks 
study in the Quality of Assets cate- 

ory. As with others, the last six 
months have been difficult for the 
bank whose NPA has shot up to 0.40 
per cent during April-September. 
Garg is firm about reversing the 
trend, but is not using an iron hand 
in all cases of default. 

“We will sell the assets of wilful 
defaulters and recover our dues. 
But in genuine cases, for instance, 
businesses that are facing a rough 
patch, we help them by rephasing or 
restructuring the loan. This is prac- 
tical banking. My bank will survive 
only when they survive.” Garg has 
told his staff that every month their 
recovery must be higher than slip- 
page; they must also carefully vet 
new loan proposals to ensure they 
don’t turn bad. If they do, recovery 
by sale of assets is not a wise idea in 
a falling market. 

Garg believes a bank derives its 
real strength from three critical 
metrics: Sound capital adequacy 
ratio (CAR), high current account 
and savings account (CASA) deposits 
and low NPA. His short-term goal is 
to increase CASA from 25 per cent at 
present to 30 per cent and then to 
raise the bar to 35 per cent over the 
next two years. 

The bank plans to expand its 
footprint in viable and unrepre- 
sented areas and step up its share of 
low-cost funds. “Slowdown is a 
good time to open new branches. 
Sixty per cent of Indians are under- 
banked and 70 per cent of the pop- 
ulation is below the age of 35. The 
India growth story is a long one, 
and banks can reap demographic 
dividend,” he adds. 

Garg is looking at scaling up 
bank’s CAR from 11.75 per cent at 
present, and will also raise Tier-II 
capital of about Rs 1,200 crore this 
fiscal. The man has identified gaps, 
has simple targets in mind, and 
looks determined to meet them. 
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KARNATAKA BANK 


TECH-DRIVEN 





Karnataka Bank is innovating in product delivery in 





rural and semi-rural areas. 


K.R. BALASUBRAMANYAM 
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NPAs in his crosshairs: Karnataka Bank’s Ananthakrishna 


EW BANKS THAT ARE PRESENT 
mostly in rural and semi- 
rural areas can make the same 
claim to technological leadership 
as Karnataka Bank. It went for a 
core banking solution (CBs) at the 
cusp of the millennium, months or 
years before the big Indian banks 
discovered the virtues of CBS. 
“We are glad we are the most- 
technology-driven bank," says 
Ananthakrishna, Chairman & CEO 
of the 84-year-old private sector 
bank. Founded and headquartered 
in Mangalore, Karnataka Bank 
likes experimenting. So, when it 
introduced a debit card two years 
ago, there was more to it than the 
name suggested: it also doubled 
as a credit card. The customer en- 
joyed the best of both worlds. 
During the eight years that 
Ananthakrishna has been at the 
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helm, there has been a sharp 
uptrend in productivity. The num- 
ber of employees per branch has 
come down from 12 to 10, and 
business per employee has risen 
from Rs 2 crore to Rs 6 crore. 

No wonder that the Business 
Today-KPMG's annual survey recog- 
nises Karnataka Bank for its per- 
formance in productivity and 
efficiency. “We dispense with man- 
power where technology can do, 
and send our people into the field 
to get business," says the Chair- 
man, who is associated with the 
bank since 1971, when he joined 
as an officer. 

The veteran banker is restless 
about the still-high non-performing 
assets, but is happy with the mile- 
stones crossed over the years: the 
net NPA has come down from 6 
per cent at the time Ananthakrishna 


GROWING IN BUSINESS 
AND RETURN ON ASSETS 

























Total Business 
2005-'06 21,034.7 
2006-7 23,590.1 
2007-8 27,858.2 
1-year Growth: 2-year Growth: 
18.09% 32.44% 
Net NPA 
2005-6 1.18 
2006-'07 1.22 
2007-'08 0.98 
1-year Fall: 2-year Fall: 
-19.67% -20% 
Net Profit 
2005-'06 176 
2006-7 177 
2007-'08 241.7 
1-year Growth: 2-year Growth: 
36.55% 37.32% 
Total Business, Net Profit in Rs crore NPA in % 


took over to 1.22 per cent at the 
end of September 2008. “Our tar- 
get is to bring it down to less than 
0.5 per cent by March 2010.” At 
0.98 per cent at the end of March 
2008, Karnataka Bank’s net NPA 
was below the private sector aver- 
age. Its return on assets (ROA) also, 
at 1.37 per cent, was higher than 
the private sector average. The 
bank hopes to end the year with a 
business of Rs 35,000 crore. 
Ananthakrishna’s next big 
challenge is to get low-cost 
funds—not an easy task in a place 
like Mangalore where people are 
always looking for higher rates of 
return. “We are doing everything 
possible to improve our CASA (cur- 
rent account, savings account) de- 
posits,” says Ananthakrishna. His 
peers say that Ananthakrishna can 
be trusted to achieve his target. 
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SOUTH INDIAN BANK 





EYE ON DEFAULTS PAYS 


Did you borrow from this bank? It loves you but wont 
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V.A. Joseph was a worried man 

when he took over in June 
2005: the net NPA as a percentage of 
net advances was at an unsustainable 
3.81 in 2004-05. 

Joseph decided to focus on the 
problem, and told his managers 
to reduce the net NPA to below 
0.50 per cent within three years. 
He and his men were able to walk 
the talk: for the year to March 
31, 2008, the net NPA was down to 
0.33 per cent. 

The remarkable feat has helped 
the Kerala-based private sector bank 
shine bright in the annual Business 
Today-KPMG survey of Indian banks 
in the Quality of Assets category. As 
it recovered bad debts, it also grew 
its profit to a record Rs 152 crore 
last year and, for the first time in its 
79-year history, it has come out 


١ OUTH INDIAN BANK’S MD & CEO 
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let you get away with defaults. K.R. BALASUBRAMANYAM 


Chasing defaulters: South Indian Bank MD & CEO V.A. Joseph 
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with a bonus issue of shares. 

Joseph was aided by three fac- 
tors: by 2006, all branches were 
on the core-banking solution 
(CBS), the bank has a rich pool of 
graduates and postgraduates, and 
its home turf Kerala has a high 
literacy rate. 

“The main reason for this ex- 
cellent record in recovery has 
been continuous follow-ups at 
every level. Since we are 100 per 
cent under CBS, monitoring has 
become easy,” Joseph says. “We 
start the monitoring process from 
the first installment itself. 
Whenever we see the possibility 
of a default, we act.” 

The CEO says equal care is be- 
ing given to new loans, so that 
fresh slippages do not occur. 

“We have been very careful 
about our assessment of credit 





SOUND FINANCIALS 










Total Business 
2005-'06 16,355 
2006-'07 20,613 
2007-'08 25,983 
1-year Growth: 2-year Growth: 
26.05% 58.86% 
Net NPA 
2005-'06 118.21 
2006- 07 11.82 
2007-'08 33.97 
1-year Fall: 2-year Fall: 
-56.34% -11.26% 
Net Profit (PAT) 
2005-'06 50.90 
2006-'07 104.12 
2007-'08 151.62 
1-year Growth: 2-year Growth: 
45.62% 197.87% 


Figures in Rs crore 


proposals, creditworthiness of the 
borrower and his track record,” 
he says. 

Kerala’s literacy picture is also 
a blessing for 515, as a mere notice 
under the Securitisation & 
Reconstruction of Financial Assets 
& Enforcement of Security Interest 
Act (SARFAESI) creates tremendous 
peer pressure on the defaulter. 

“The threat of action under 
SARFAESI was enough. People came 
running, offering to settle their 
dues before we took any extreme 
action," says Joseph. 

SIB has also been untouched 
by the Indian liquidity crisis and is 
cash surplus. *We hope to end 
the year with a business of about 
Rs 30,500 crore and a net profit of 
Rs 190 crore," declares Joseph. 

His words could turn out to 
be an understatement. 


A complete power and automation solution from ABR has helped 
tne largest aluminum refinery in Europe to increase its energy 
efficiency by 25 percent, boosting productivity at the same time. With 


research and development geared toward Improving -performance 


and resource conservation, we're col istantly working to save energy 
and money. And the environment. \ 


Power and productivity 
for a better world" 








‘FEE-BASED 


LIFE 
BEYOND ` 
CREDIT 


With their traditional 
business of lending 
fraught with risk, 
banks are looking to 
beef up non-interest 
income by hawking 
third-party products 
like mutual funds 
and insurance. 
ANAND ADHIKARI 














IVE YEARS AGO, VIRTUALLY 

every banker and his un- 

cle was convinced that 

retail lending was the fu- 

ture of Indian banking. 
Today, it's a slightly different story. 
Retail lending has suddenly turned 
riskier, with swelling non-perform- 
ing assets and low margins scaring 
bankers away. Traditional corpo- 
rate lending, much of which goes to 
small and medium enterprises (SMES), 
is also fraught with danger in these 
challenging times when prices of 
steel, aluminium and cement are 
coming crashing down. 

So, is there a life beyond credit 
for bankers? Yes, in the non-interest 
segment. Indeed, a clutch of banks 
has already taken big strides in the 
non-interest income space. The 
foreign banks, including Standard 
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Chartered Bank, HSBC, ABN AMRO 
(now RBS) and Citibank, are the 
larger players in this segment, thanks 
to their corporate fee-based 
business. That these multinationals 


ON THE FAST TRACK 


Banks whose fee-based income is galloping... 


Rank 

[1 [Central Bank of India ER 
67.16 

3 (Kotak Bank Jj 

60.07 

58.69 


Figures are per cent growth in fee income 


...and those with a larger share of 
non-interest income. 


Rank 
1 | Standard Chartered 27.89 


2 HSBC 19.07 
3 | ABN Amro 18.81 
16.93 
15.71 


Figures are per cent share of total income 
Source: BT KPMG Study 2008 






tend to be more successful in this 
space is largely because of their 
customer-centric approach, supe- 
rior use of technology, an interna- 
tional network and a far varied prod- 
uct basket. Of late, fee-based prod- 
ucts, or products that generate non- 
interest income, are attracting the at- 
tention of more and more banks, 
including the private ones as well as 
the state-owned monoliths. For three 
very good reasons: One, they don’t 
require much capital; two, they carry 
little risk; and, three, for good meas- 
ure, they can also boost profitability. 

So, what exactly does non- 
interest income encompass? Plenty 
actually, including commissions, 
brokerage and exchange transac- 
tions, sale of investments, corpo- 
rate finance transactions and fees 
for advising on mergers & acquisi- 


UVAUNVS NHINVM 


tions (M&As). “Of the overall non- 
interest income, about 75 per cent is 
contributed by our wholesale bank- 
ing (corporate finance, FX, deriva- 
tives and debt capital markets and 
transaction banking)," says Arup 
Roy, Managing Director (Wholesale 
Banking), Standard Chartered Bank. 
Rajnish Bahl, Head, Personal 
Financial Services, HSBC India, adds 
that the bank’s major non-interest 
components are fees on the retail 
side; these include fees on credit 
cards, wealth management services 
(including investment and insurance 
services), funds transfers, charges 
on transaction accounts, lockers and 
demat accounts. 

Today, for the top foreign banks, 
20-30 per cent of their total income 
is of the non-interest variety. And 
that may not be unusually high. 
Globally, there are banks where the 
non-interest income takes care of 
the entire wage bill. Little wonder 
then that the focus on fee-based 
products has sharpened back home. 

The second tier of foreign 
banks in India, like Barclays and 
Societe Generale, is aggressively 
looking at wealth management. 
Says Nipun Mehta, Executive 
Director (Head-Private Banking), 
Societe Generale: “Unlike com- 
mercial banking, you need a diffe- 
rent mindset to do wealth man- 
agement and private banking.” 

The state-owned banks, for their 
part, are proving to be fast learners. 
Their advantage is their huge cus- 
tomer base, and their network that 
spans every nook and corner of the 
country. These public sector banks, 
which control two-thirds of the 
country’s banking sector, have a 
huge customer base to tap for high- 
end advisory services; what they 
lack, perhaps, is the sophistication in 
handling such clients and also an 
extensive product range. 

The public sector banks (585) 
are determined to give their foreign 
counterparts a run for their money 
in this business. For example, Union 
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Of our overall 
non-interest income, 
about 75 per cent 

is contributed by 
wholesale 
banking 

Arup Roy, 
Managing Director 


(Wholesale Banking), JEN 
Standard Chartered Bank 








Bank of India recently sent a 25- 
people batch to mM Bangalore to 
upgrade their skills in advisory serv- 
ices. “We have existing good rela- 
tionships and we want to build on 
those relationships," says M.V. Nair, 
Chairman & Managing Director, 
Union Bank of India. “They (the 25 
sent to IIM-B) will be pressed into ac- 
tion to deal with sophisticated high 
net worth customers," adds Nair. 
Bank of India is another PSB that's 
trying hard to tap into fee-based in- 
come. T.S. Narayanasami, Chairman 
& Managing Director, Bank of 
India, is giving the finishing touches 
to a pamphlet that he plans to send 
to all its customers where details 
of all the product offerings would 
be explained. 

The trick, of course, is to diver- 
sify the non-interest income stream 
so as to be in a position to reduce 
the risk associated with any one of 
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them. Behl of HsBC says his bank has 
been able to diversify its income 
stream to avoid overreliance on any 
one area. “Our fee income emanates 
from remittances, wealth manage- 
ment, lockers and other services. 
In fact, within each business we 
have multiple products that do well 
under different market situations; 
this offers another level of risk mit- 
igation,” adds Behl. 

Nor is it wise not to get too 
caught up by the allure of non- 
interest income. Disbursement of 
credit is, after all, a bank’s pri- 
mary task—and in one of the 
fastest economies of the world, 
that task can be amply rewarding as 
well. Those banks that can bal- 
ance themselves comfortably be- 
tween interest and non-interest in- 
come will be the ones that will fig- 
ure amongst India’s top banks in 
the years ahead. 
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INTL. BANKING 


GLOBAL 
ISNT A 
BAD WORD 


Although a few Indian 
banks did burn their 
fingers in their 
overseas forays, 
there’s still a sea of 
opportunity on foreign 
soil. There are, of 


course, risks, too. 
ANAND ADHIKARI 


MONTH AFTER THE SUDDEN 
A <. of the 158-year-old 

investment bank Lehman 
Brothers in September, HDFC Bank, 
India’s second-largest private sec- 
tor bank, set foot overseas by open- 
ing a full-fledged commercial branch 
in Bahrain. Indeed, there are already 
dozens of Indian banks with bra- 
nches in Bahrain’s financial district, 
all trying to get a piece of the rem- 
mitances pie. The remarkable bit 
about HDFC Bank putting up an 
outpost there is that a bank that’s 
considered one of the more con- 
servative ones was willing to make 
the move soon after the bloodbath 
on Wall Street. 

Then again, the remittances mar- 
ket is far removed from the disas- 
trous subprime mortgages that even- 
tually brought down the blue- 
blooded I-banks. It’s less risky, for 
sure. And it’s also a humongous 
pie, estimated at $42 billion (Rs 2.1 
lakh crore), far larger than the ann- 
ual FDI and 511 that India attracts. 
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OUTWARD BOUND 


Banks with significant international operations. 


INK 7 Intl. Book (%) 1 
[0101 Bank 
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.. Operations 


25 In a short span of 6 years, the bank has built a sizeable 


operation in close to two dozen countries, including the 
UK, the US and China 


Bank of Baroda 20 


Runs the second-largest network of overseas offices 


among Indian banks. It has 72 offices in 25 countries, 
including the US, the UK and other countries 


Bank of India 20 


Bank of India was the first Indian bank to open a branch 


outside the country way back in 1946. It has 27 
branches in financial centres like London, Tokyo, 
Hong Kong, Singapore, etc. 


State Bank of India — 10 


Made half-a-dozen small acquisitions of banks in 


Kenya and Mauritius. It has 84 offices in 32 countries 


Source: BT Research 


So, whilst ICICI Bank has been 
at the centre of a storm for its exp- 
osure to Lehman Brothers (an ins- 
ignificant one, the bank claims), fact 
that it is a leader in the remittances 
space has been forgotten. *Our bank 
enjoys a dominant 25 per cent mar- 
ket share in the remittances mar- 


ket," says Sonjoy Chatterjee, 
Executive Director (International), 
ICICI Bank. The bank's core propo- 
sition has been product innovations, 
which revolve around creating layers 
of interfaces with the remittances 
business. The Internet, for exam- 
ple, is one of those interfaces. 
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After standing behind the people who built the nation, our bank is now if 
a street near you. Do visit the nearest branch. 


IDBI BANK 


banking for NT 


Retail Banking | Corporate Banking | SME Solutions | Agricultural Loans | Insurance & Mutual Fund 


IDBI Bank Limited « Regd. Office: IDBI Tower, WTC Complex, “Guffe P Parade, Mumbai - 400 005. 
* Tel (022) 6655 3355 + Toll Free No.:1800-22-1070 (MTNL/BSNL) « www.idbi.com 








Yet, remittances is just one prong 
of Indian banks’ international strat- 
egy. The other prongs include tap- 
ping opportunities in M&As (like 
advising Indian promoters looking 
for international buyouts), trade 
and also syndication of equity and 
loans (see Prospects Galore). Other 
than HDFC Bank and Icici Bank, a 
number of other Indian banks, inc- 
luding public sector banks like Bank 
of Baroda, Bank of India and State 
Bank of India, have built a large 
asset base abroad. 

In the BT-KPMG Best Banks study, 
ICICI Bank has emerged as the top 
global Indian bank. In a short span 
of six years, the bank has managed 
to build a sizeable international ope- 
ration, with the overseas portfolio 
comprising 25 per cent of its total as- 
sets. Starting with remittances, ICICI 
Bank has expanded into corporate 
and advisory services and is also at- 
tracting retail deposits. ICICI Bank 
has been successful in garnering re- 
tail deposits from the resident pop- 
ulation in the UK and Canada over 
the last three years. Today, it has a 
deposit base of $9.5 billion (Rs 
47,500 crore) in the UK and Canada 
and all other Indian banks put to- 
gether in these two countries are 
estimated to have some $14 billion 
(Rs 70,000 crore) deposits. “Indian 
banks present overseas are aggressive 
on wholesale deposits whereas low- 
cost retail deposits are still to be 
tapped,” says a banking analyst. 

Many banks are realising the 
advantage of a strong retail fran- 
chise to fund the overseas corporate 
business with low-cost deposits. 
ICICI Bank's UK subsidiary has taken 
a lead on the liabilities side of the 
business. “To facilitate our ability to 
underwrite the funding required by 
Indian corporates for their global 
acquisitions, we had set up a syndi- 
cation desk in London and 
Singapore. This was a key factor 
for our ability to support Indian 
transactions in international mar- 
kets,” says Chatterjee. Adds M.V. 
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Nair, Chairman & Managing 
Director, Union Bank of India: *We 
are re-looking at our strategy based 
on the current turmoil and also our 
experience in the past.” The bank 
may possibly look to target low- 
cost retail deposits. In the past, 
many public sector banks expanded 
Overseas more as a necessity to sup- 
port their corporate relationships 
(buyer's credit, seller's credit) than 
to actually scale up their interna- 
tional presence. Of late, these very 
banks are looking for new markets. 
"There is a tremendous business 
opportunity. There are countries 
that need banking services with bet- 
ter technology, like the African 
countries," says Nair. 

There is also an untapped opp- 
ortunity in the guise of acquisi- 
tions—overseas banks with a strong 
franchise are on the radar of many 
Indian banks, what with valuations 
having come down drastically in the 
last six months. sBI has made a few 
acquisitions of overseas banks in the 
recent past. However, in today's 
scenario where liquidity is scarce, 
M&A may not be the way to go. 
Says Chatterjee: “Although there 
are opportunities for M&A, given 
the prevailing market situation, the 
most important task for any bank is 
to conserve capital. Moreover, we 
have been successful in building a 
strong international banking plat- 
form the organic way." 

Still, it isn’t as if foraying overseas 
isn’t risky. Along with ICICI Bank, 
others to burn their fingers, courtesy 
their exposure to Lehman, include 
Bank of India and Bank of Baroda. 
Such mishaps will not—and should 
not—deter Indian banks from going 
abroad. Rather, they’ve learnt some 
valuable lessons on what not to do in 
overseas markets. For instance, 
there’s hardly a bank that invests in 
overseas paper for the short or 
medium term. That market may 
take a few years to revive in the 
wake of the subprime crisis that 
broke out last September. 


NO OTHER WATCH MANUFACTURE CAN DO THIS PICTURE 


Our collection of calibres is truly unique in the world, not only by the sheer number 
of calibres but also by the unparalleled breadth in design, shape and level of 


complication. Each of our timepieces is equipped with its very own numbered o | 
movement, specially created to enhance its specific design and achieved its functions, 0 | 
with over 60 calibres in creation today. Since our founding in 1833, the Manufacture 


has created over 1000 calibres. Absolute leadership in the history of watchmaking. X 3 T | 
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Manufacture Jaeger-LeCoultre, Vallée de Joux, Switzerland, since 1833 


Boutique - 245, DLF Emporio, New Delhi, 460 982 09 / 10 
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HI INTERVIEW: ALEX WILMOT-SITWELL CHAIRMAN AND CE0 (EMEA), UBS AG; JOINT GLOBAL HEAD, IBD 






LEX WILMOT-SITWELL’S 
visit to India in early 
November was against an 
extraordinary backdrop. 
It came at a time when UBS world- 
wide is struggling to recover from a 
financial crisis that has taken down 
rival Lehman Brothers, forced oth- 
ers to lose their investment banking 
status, and also resulted in revered 
institutions like the Citigroup and 
American International Group re- 
lying on government bailouts to 
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survive. In an exclusive chat with 
BT’s Rachna Monga, Wilmot- 
Sitwell talks about tbe long-term 
implications of the financial cri- 
sis for UBS as well as its plans for 
India. Excerpts: 


The third quarter was good for UBS, 
with the bank returning into the black. 
Is it a sign of things turning good or is 
there more pain to come before we see 
a turnaround? 

We showed a profit after previ- 
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ROAD TO REVIVAL 


e USB was one of the first 
global banks to be hit by 
the financial crisis 


e |! announced a profit in 
the third quarter 


e Reduced risk exposure and 
restored the capital base. 


e Looking for long-term 
opportunities in Asia 
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E INTERVIEW 


“Our compensation policy will be more 
transparent and carefully scrutinised 
both by regulators and shareholders” 





ous quarters of losses. We have been 
through a difficult journey for the 
past 12 months. The third quarter 
was important in three ways: First, 
we announced a profit, albeit a small 
one. Second, we announced a sig- 
nificant further action in terms of de- 
risking of the business. We were 
able to show that we have reduced 
our risk exposure and restored our 
capital base. It was a confirmation of 
the strength in the Board of 
Directors as we announced the ap- 
pointment of new outside directors. 

So, I hope all this is a good sign 
of UBS being back on track and able 
to deal with key issues that were 
the centre of the problem. I think, 
the markets and economies around 
the world will continue to operate in 
a difficult environment, we are going 
to see more volatility and the eco- 
nomic outlook will remain uncertain 
for some time to come. Right now, 
we are in a position where all news 
are pretty bad because everyone 
seems to be universally depressed 
and gloomy. And, when everyone 
agrees that things are going to get 
worse, it tends to mean that things 
are going to get better soon. 


Does this mean things should improve 
faster? 

I think they should. But I think it’s 
going to be a long and difficult road 
ahead, in terms of restoring global 
growth and health of the financial 
markets and the banking system. 
We have seen more fundamental 
changes in the last few weeks than 
we have seen in the past 70 years. 


The Swiss government also picked up a 


stake in UBS. How does it change 
things for you? 
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On a fundamental level, it will not 
change our DNA. But 1 think it 
would be naive to assume that gov- 
ernment investment in any organi- 
sation doesn’t come without im- 
position of certain issues of gov- 
ernances, strategic planning and 
management of business. Having 
said that, it is quite clear that the 
Swiss government sees themselves 
as a shareholder and not as a man- 
ager and it’s also clear that they 
do not see themselves as a long- 
term shareholder of UBS. That is 
the current situation. But I would 
not expect them ever to become a 
direct shareholder by converting 
their indirect shareholding into a di- 
rect one. They have subscribed to a 
mandatory convertible note 
(MCN)—a convertible debt instru- 
ment that can be converted into 
equity after five years. 


Will government intervene in compen- 
sation policy, as much has been made 
about the “bonus excesses” at UBS? 
Our compensation policy will be 
more transparent and carefully scru- 
tinised both by regulators and share- 
holders. The alignment of interest of 
shareholders with those of the staff 
will be the focus of the compensa- 
tion policy. What this means is that 
the compensation structures have 
to be evolved over a longer period 
of time such that the long-term per- 
formance of the business is the key 
driver of compensation; if you can 
perform above the benchmark av- 
erage—such as total shareholder 
return—or generate economic profit 
above the long-term cost of capital, 
these will be the triggers, and drive 
future compensation policies. 

I hope and believe that the 





compensation policy won’t be- 
come regulated and becomes more 
transparent. It’s also very impor- 
tant to realise that we live and 
work in a competitive market and 
one has to be able to compensate 
people for good and above average 
performance. 


15 the Swiss government’s bailout of 
UBS different from the US bailouts? 
Yes, it’s different in various ways. 
We don’t want to recognise the sit- 
uation as a bailout. It’s a novel sit- 
uation to address the last remaining 
issues to be dealt with at UBs and at 
the same time we are restoring our 
capital. The way it's different from 
any other transaction announced 
with banks today is that our re- 
structuring deals with a de-risking 
component as we have transferred 
the risk exposure in real estate to a 
new vehicle that will be owned by 
the Swiss National Bank. At the 
same time, we have raised addi- 
tional capital to restore it back to 
pre-crisis level. So, a lot of banks 
have de-risked and raised capital, 
but a combination of both is the 
differentiating factor for us. 


But the US has also taken stakes in 
some banks? 

Yes, but they made direct invest- 
ments and supplied capital. But 
they haven't taken risk away. If 
you look at last announcement of 
Henry Paulson (Uus Treasury 
Secretary), it says that the Troubled 
Assets Relief Program (TARP) will 
not be used to buy risky assets of 
banks, but to provide cash. So, for 
those banks, the risky assets still re- 
side in the balance sheets and the 
banks will have to find a way to 
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exit them. Whereas, we have now 
exited all our exposure to the us 
and European real estate, thereby 
exiting illiquid assets. It’s a com- 
plete non-recourse transfer of these 
assets to a fund that will be owned 
by Swiss National Bank and we 
will help them manage the new 
fund by putting some of our people 
on the job for the next few years. 


Does it mean that you are better placed 
than the other banks to turn around? 


“We have seen more fundamental | 


Did the turmoil put your plans for 
emerging markets like India on hold 
or prompt you to go slow? 

Not really. But the time frame has 
become elastic. All markets have 
been affected more or less by what's 
happening. Therefore, the pace 
with which we may look at building 
businesses has slowed. But we see 
the Asian region, particularly India, 
continuing to grow well above 
global averages. India will offer 
great long-term opportunities of 


changes in the last few weeks than 
we have seen in the past 70 years” 


To some extent, there is some 
merit in being one of the first to 
disclose the exposure we had and 
effectively take the write-downs 
in December 2007. We raised cap- 
ital from GIC Singapore. I don't 
want to assert that it's a first-in- 
first-out approach and is still un- 
predictable. But I do think we have 
addressed the residual issues that 
could have given us cause of con- 
cern going forward. I think we are 
in good shape to recover once the 
market settles down. 
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investment for all our business ac- 
tivities. We are shrinking our busi- 
nesses elsewhere. 


Do you see any change in the banking 
model of UBS? 

We've announced that we will cre- 
ate more autonomy in our three 
businesses. It's important not be- 
cause we plan to divest or de- 
merge, but these businesses should 
be managed in such a way that 
their performances are independ- 
ently measured. 


Autonomy doesn't mean we 
don't see huge opportunities in gen- 
erating sustainable revenues through 
different businesses. It's particularly 
valid in a country like India where 
private wealth and investment bank- 
ing products and services are closely 
aligned, therefore, the revenue syn- 
ergies are huge. Autonomy does- 
n't mean that we don't believe that 
revenue synergies across our busi- 
nesses exist. But it's quite clear that 
benefits we thought were available 
due to cost synergies of an inte- 
grated model were actually cost dis- 
synergies. Autonomy means that 
each business will be more inde- 
pendently and separately managed. 
It doesn't necessarily mean that cor- 
porate structure will change by cre- 
ating subsidiaries. 

We have brought significant 
changes within our investment bank- 
ing model. We are in the process of 
completing the restructuring of the 
fixed income business and to en- 
sure that going forward it's much 
more explicitly focussed around our 
client activity and intermediation 
and away from proprietary trading 
and principal finance. 


In India, are you looking at acquisi- 
tions in commercial bank or asset man- 
agement space? 

I certainly don't see us making ac- 
quisitions in the commercial banking 
area. If there is a right opportunity, 
we will still be interested in an ac- 
quisition in the asset as well as 
wealth management businesses. But . 
at the moment our focus is on 
organic growth and investments to 
build our business. 


What are your plans for your commercial 
bank in India (you have a branch li- 
cence from the Reserve Bank of India)? 
It’s taken a lot of time. In hindsight, 
| think it's good that it has taken us 
longer than we had hoped as it's 
much easier to build business in a 
market that is less overheated, and 
acquisition of talent is less expensive. 
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À new concept 


A fresh approach 









Under our Credit Guarantee Scheme, all credit 
facilities extended by banks upto Rs.50 lakhs, 
for setting up of new enterprises, expansion, 
diversification, modernisation, technology 
upgradation, working capital requirements etc., 
which are not backed by collateral security, are 
guaranteed by us. All you need is feasible 


š C. : MS (Set up by Govt. of India & SIDBI) 
business plan. Contact the nearest branch of i ፐነ 
any of our Member Lending Institutions* (MLI) You Take the Credit, We Guarantee it! 


for further assistance. www.cgtmse.in | 
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° Corporation Bank © Dena Bank © Durg Rajnandgaon Gramin Bank e Gurgaon Gramin Bank € Haryana Gramin Bank e HDFC Bank Ltd. e ICICI Bank Ltd. e IDBI Bank Limited 
e Indian Bank © Indian Overseas Bank © Indusind Bank Ltd. e ING Vysya Bank Ltd. © Karnataka Bank Ltd. € Karnataka Vikas Grameena Bank ቆ Kashi Gomti Samyut Gramin Bank 
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Indian Bank Ltd. e UCO Bank € Union Bank of India e United Bank of India e Vijaya Bank eYES Bank Limited 
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Bank of India 

Axis Bank 

_ HDFC Bank 

Union Bank of india 
CitiBank N.A 
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indian Overseas Bank 
indian Bank 
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Federal Bank 

Bank of Baroda 
Allahabad Bank 
Punjab & Sind Bank 
| State Bank of India 


x Punjab National Bank 


AWF: Average Working Fund 
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GROWTH (S) 
DEPOSITS LOANS & ADVANCES FEE INCOME OPERATING PROFIT CREASE IN MARKE | ait: Operating 
| ዓዱ ACHE E | Ë Profit 


1-year 3-year | -yeat 3-year 1-yeat 3-year 1-ሃዩ፤ 
Grown Growth — Growth Growth Growth Growth Growth 






150,011.98 3,701.21 
6 6 


46,125.02 3,919.31 
23 4 


84,325.58 2,001.78 
12 13 


36.956.52 2,949.25 
26 9 













24,831.41 542.65 
33 33 


166,457.23 4,006.24 
3 3 


49,436.55 1,056.94 
20 21 


Figures in bold in each cell ranks on respective parameters NPA: Non-Performing Assets 3-year growth is Compounded Annual Growth Rate (CAGR) u 
ROCE: Return on Capital Employed CASA: Current Account Savings Account 
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27,46240 567.2 


State Bank of Mysore 
31 34 


State Bank of Hyderabad 


72,997.98 1,333.11 


IDBI Bank 
15 17 


Syndicate Bank 


Jammu & Kashmir Bank 28,593.26 mt 
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Ganara Bank 


48,570.54 779.33 


` State Bank of Patiala 
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Dena Bank 


77,856.70 1,219.04 


Oriental Bank of 
14 20 
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| State Bank of Travancore | 


| 110,319.67 1,268.30 


Central Bank of india 
3 7 18 


State Bank of indore 
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25 28 
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33,069.70 


90,705.32 
14 


123,955.79 
10 


36,617.10 
30 


* The 2007 rankings were published in the issue of Business Today dated February 24, 2008 
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Axis Bank had the fastest growth in loans and advances. 
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GROWTH (95) 
DEPOSITS LOANS & ADVANCES FEE INCOME OPERATING PROFIT INCREASE IN MARKET eposits — Operating 
SHARE (Basis Points) Profit 
1-ሃዩቋ፤ 3-year l-year 3-year i-year 5-ሃዩ፤ 1 -yea 3-yeat 
Growth Growth Growth Growth — Growth Growth Growth Growth Deposits CASA 


ም | 9: 13.273.186 











x Karur Vysya Bank 
South indian Bank Mine 
Karnataka Bank 
Development Credit Bank | 601486 
Bank of Rajasthan 
Dhanalakshmi Bank 4.1 ee 
| indusind Bank " 


Lakshmi Vilas Bank 5.618,49 
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State Bank of Saurashtra 
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16,982.42 


17,089.93 
4 


7,577.48 
8 


4,032.98 
10 


6,520.61 
9 


QUALITY OF ASSETS 


Total NPA Net Cost/ 
NPA Growth Coverage ( NPA Net income 
Rate (5 Advances (0o Ratio { 


0.14 
6 


Among its peers. YES Bank was ranked No. 1 in 11 


STRENGTH 
PRODUCTIVITY AND EFFICIENCY 
(005፲/ Operating 
Avg. Asset Profit 
Rao) — Employee 
(Rs crore} 


Change in 
Return on 
Assets 
(Basis Points} 


parameters and No. 2 in six parameters 


QUALITY OF 


increase $ Return on Fee 
in Operating 8 Assets (25) lncome/ 
Profit/Total Ë Total in 
Income (^; 


10.34 
5 


Y See methodology 














14. 1018] NPA Growin Kalo: 
Additions to Non-Performing Assets 
during the year expressed as per- 
centage of the average net advances. 
15. NPA coverage: The provisions 
for NPA expressed as a percentage 
of Gross NPA closing balance. 

16. Net NPAs/ Net Advances: The 
Gross NPAs net of provisions 
expressed as a percentage of 

net advances. 


Productivity and Efficiency 

17. Cost to income ratio: Operating 
expenditure expressed as a percent- 
age of operating income. 

18. Cost to average asset ratio: 
Operating expenditure expressed as 
a percentage of average assets. 

19. Operating profit per employee: 
Operating profit divided by the total 
number of employees. 

20. Absolute increase in return on 
assets: Basis points increase in 
return on assets (net profit over 
total assets) from FY 2006-07 to 
FY 2007-08. 

21. Percentage increase in ratio of 
Operating Profit to Total Income: 
Growth in ratio of operating profit to 
total income from FY 2006-07 to 
FY 2007-08. 


Quality of Earnings 
22. Return on Assets: The ratio of 





The KPMG Team: Standing (L-R); Fali Hodiwalla, Manoj Kumar Vijai, Abizer Diwanji, 
Ravi Trivedy, and Amit Wagh; Sitting (L-R): Rajiv Somani, Kunal Jain, Tarini Fernandes, 
Divya Arora, Nigel D'Souza, and Amol Ganu 


Reported net profit divided by the 
average net worth of the bank. 

25. Net Interest Income to 
Average working funds: Interest 
earnings expressed as a 
percentage of AWF (Total average 
assets of the bank less average 

of other liabilities). 

Capital Adequacy 

26. Capital Adequacy: The capital- 


to-risk weighted assets ratio, as pub- ` 


lished by the bank for FY 2007-08. 


The Process 

We have grouped the banks into sets 
based on their balance sheet size 
and number of branches in 


The ranking covers 67 scheduled commercial 
banks that had provided their annual 
reports at the time of conducting the study 


net profit to total assets for the 

FY 2007-08. - 

23. Fee Income to Total Income: 
Fee income includes commission, 
exchange brokerage, plus profit on 
exchange and miscellaneous in-- 
come, expressed as a percentage of 
total income. 

24. Return on Capital Employed: 
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order to have a comparable pool. 
Each set has been ranked 
independently. 

There are four sets of banks: 

w Set A: 37 Banks with balance 
sheet size > Rs 24,000 crore 

፳ Set B: 10 Banks with balance 
sheet size <= Rs 24,000 crore and 
branches > 10 


m Set C: 8 Banks with balance sheet 
size >= Rs 3,000 crore and 
branches <=10 

፳ Set D: 12 Banks with balance 
sheet size < Rs 3,000 crore and 
branches <=10 


Rank: The composite rank of a bank 
was calculated using BT-KPMG's 
methodology. The rank of each bank 
in FY 2006-07 on the individual 
parameter has also been presented. 

The composite rank for each 
bank was arrived at by combining its 
ranks on each of the 26 parameters, 
using a weight for each parameter. 

The computation: To compute a 
bank's total score, it was assigned a 
score for each of the 26 parameters, 
based on its ranks on the parameter. 

For example, a bank in "Set A" 
with a rank of 1 earned a score of 37 
(as there are 37 banks in the compar- 
ison set), a rank of 2 earned a score 
of 36 and so on, down to the rank of 
37, which earned a score of 1. 

The score under each parameter 
was then multiplied by the weigh- 
tage assigned to that parameter. 
The results were aggregated to 
compute each bank's total score, 
on the basis of which the final 
ranks were assigned. 
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You collaborate. You learn. You bring it 
back to your business. 





The Executive Education programs at Harvard Business School, offered jointly 
with the HBS India Research Center, exist for one reason. The impact you make on 
your business. Take your organization to the next level with new perspectives from 
renowned thought leaders. 


Building a Global Enterprise in India 
January 25-30, 2009 


Changing the Game - Negotiation & Competitive Decision Making 
March 22-27, 2009 


South Asia Real Estate Seminar 
May 13-16, 2009 BUSINESS 


For more details, SCHOOL 
visit www.exed.hbs.edu/pgm/engage/ EXECUTIVE EDUCATION 
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GROWTH (%) 


DEPOSITS LOANS & ADVANCES FEE INCOME OPERATING PROFIT INCREASE IN MARKET 
SHARE {Basis Points) 


1-year 4-year 1 3-year \-year 3-year 1-ሃዩቹ 3-yeal 
Growth Growth* Growth Growth* Growth Growth* — Growth Growth“ Deposits 


BANKS 
Bank of America NÀ 


JP Morgan Chase Bank 

















Deutsche Bank AG 
BNP Paribas 
Scotia Bank ER 
Calyon Bank 
Barclays Bank PLC 
Group IV: 
Balance Sheet size <=Rs 3,000 crore 


@ No. of branches <=10 


























Abu Dhabi 3 


| 57 4062 
Commercial Bank DO DE SE 





Bank of Tokyo- 
Mitsubishi UFJ 


Mizuho Corporate Bank 


Mashregbank PSC 





Antwerp Diamond 
Bank N 


58] Commercial & 
International Bank 


Societe Generale 


Bank of Bahrain 
and Kuwait BSC 


Krung Thai Bank 
Arab Bangladesh Bank 
x State Bank of Mauritius 


Oman International 
Bank SAGG 


Figures in bold in each cell are ranks on respective parameters NPA: Non-Performing Assets 3-year growth is: Compounded Annual Growth Rate (CAGR) 
AWF: Average Working Fund ROCE: Return on Capital Employed CASA: Current Account Savings Account 
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The Storm in ESOPs 








The stock market downturn has taken a toll on the value of your ESOPs. 
What are your options now? MANU KAUSHIK 


HE STOCK MARKET MELT- 

down has hit the wallets 

of executives of India Inc. 
and even their retirement plans. 
Many of them are seeing the 
value of the stock options getting 
pummelled. Currently, the mar- 
ket price of stocks is far lower 
than the option price, making 
millions of options worthless. 
Says Harshu Ghate, MD, ESOP 
Direct, a Pune-based consulting 
firm: “The value of a stock opt- 
ion is the difference between the 
stock’s current market price and 
its option price or the price at 
which an employee acquires the 
stock option. Today, numerous 
ESOPs (Employee Stock Option 
Plans) have turned unattractive as 
exercise price of the options are 
way higher than the market price of 
their respective stocks.” 

Granting stock options is a pre- 
ferred way of corporate India to 
attract and retain the best talent in 
the industry and to reward emp- 
loyees for high performance. But 
ever since the meltdown began, the 
wealth creation plans of the jet- 
setting executive have gone awry. 
The bellwether Sensex is down 
57 per cent this calendar year. In a 


THE GAME PLAN 


RAMEN SARKAR 





sample of companies that have 
ESOPs, the difference between the 
exercise price and the current price 
shows an average potential loss of 
63 per cent, if the employees choose 
to exercise their options (see ESOPs 
Turn Sour). Even as many employ- 
ees ponder on what to do with their 
unexercised stock options now, oth- 
ers are sitting on chunks of stocks 
acquired earlier through options 
that have plummeted in value in 
the market carnage. Till sometime 


Four steps to navigate through the ESOP tangle. 


I» GN 
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Assess your entire options scenario thoroughly. If some are not yet 
exercised and still in the money, exercise them 





You can decide whether to sell your stocks if you need the money. But 
this can be a part of your long-term holdings 





If your options are out of money, don't exercise them. Chances are the 
ESOPs could be re-priced to the current levels 





Don't forget to carefully plan your tax liability on ESOPs as the new fringe 
benefit tax will impact your tax outflow immediately 


ago, ESOPs made many a mil- 
lionaire in India, but these are 
trying times for the corporate 
executive. Your options now 
depend on whether you are Out 
of Money (when the company's 
market price dips below the exe- 
rcise price) or In the Money 
(when the company's current 
stock price is higher than the 
exercise price). 


Out of Money | 

If the current value of shares 
vested in employees has 
dropped below the exercise 
price, experts suggest that one 
should not exercise the option. 
So, if you are wondering 
whether you should take your 
company's ESOP offer, think again. 
Says Govardhan Purohit, Executive 
Director, PricewaterhouseCoopers: 
“It may make more sense to buy 
the shares directly from the mar- 
ket, if acquiring shares is the obj- 
ective." Usually, options are vested 
with executives that have a long 
association with a company or 
have achieved certain perform- 
ance rating parameters. Says Vikas 
Vasal, Executive Director, KPMG: 
*Stock options are granted to 
employees to help them share in 
the company's growth resulting 
from capital appreciation. If the 
current value of the stock options 
is below than the market value, 
then the individual may choose 
not to exercise it, and keep the 
option open in case the stock price 
appreciates in the future." 

As a practice with most com- 
panies in India, options vest for a 
period of 3-4 years from the date of 
grant of options and can be exe- 
rcised anytime within a period of 
2-5 years from the date of each 


ESOPs TURN SOUR 


Company 








Grasim Industries 

IL&FS Investsmart 
3i Infotech 
Eicher Motors 







EID Parry India 
Moser Baer 

Ramco Systems 
Northgate Technologies 


*As on Nov. 28, '08 


vesting. “It is advisable for you to 
stay around and evaluate the 
company’s potential and its valua- 
tions in the stock market for a spe- 
cific period of time and then take 
your decision,” says Purohit, adding 
that you could also surrender your 
stock options. “This will give a gen- 
uine chance to your employer to 
float a new plan or re-price opt- 
- ions and make it more attractive,” 
he suggests. 


In the Money 

When some of your options are 
in the money, you still have to 
act carefully. There are multiple 
choices available. You could 
pay cash to your employer and 
acquire the shares. You could 
sell them immediately, or could 
choose not to sell and adopt wait- 
and-watch strategy. Ultimately, it 


boils down to balancing between. 


your present needs and future goals. 
Says Purohit: “If you need cash, 
then sell your shares immediately 
after purchase even if you are not 
getting the same price as last year. 
The current sluggishness will not 
last indefinitely.” 

You can consider exercising your 
options if the exercise price and 
the market price are similar, and 
you want to do some long-term 
asset accumulation. “Since ESOPs 
are designed for a reasonably long 
period, short-term ups and downs 


A sample of few companies with ESOPs in 2007. 














Current Price* 


Exercise and current prices in Rs 


can be ignored,” says Vasal. In add- 
ition, you can also let your exercise 
period expire and ask the company 
to float a new stock option plan. 
Says Ghate: “Options issued at 
higher prices and not yet exercised 
will be cancelled and new options 
will be issued keeping in mind the 
current prevailing market prices.” 

For those who are already sitting 
on stocks and have accumulated 
losses, there’s little anyone can do. 
One way out is to average down 
your cost of acquisition. Some emp- 
loyers may float a new option sch- 
eme, which executives should con- 
sider. Another way out is to ask for 
cash compensation. “Ask your emp- 
loyer for cash compensation in lieu 
of loss incurred if you have already 
exercised the option,” says Vasal. 

While the ongoing stock market 
crash has caused heartburn to a lot 
of executives, financial analysts bel- 
ieve that the current market situa- 
tion offers another chance for com- 
panies to float fresh و8502‎ for emp- 
loyees. “At current rock-bottom 
prices, new ESOPs present a mini- 
mal downside risk to employees. 
However, an employee has to eval- 
uate the options against any future 
cash compensation," adds Vasal. 
Some companies are in the process 
of re-issuing stock option schemes. 
If you are one of them, you can 
take this opportunity to add to long- 
term asset creation. 


THE ESOP PRIMER 


What is ESOP? 
An ESOP is a kind 
of employee bene- 
fit plan offered by 
a company to its 
employees. 
ESOPs provide 

an opportunity to 
employees to 
acquire a stake in 
the company. ESOPs 
confer a right and not an 

obligation on the employees 

to buy shares of the company at a 
future date at a pre-determined price. 
Whenever a company launches an 
ESOP, it sets up a trust fund, into 
which it contributes new shares of 
its own stock or cash to buy existing 
shares. Shares in the trust are 
allocated tó individual employee 
accounts. ESOPs are a too! to 

attract talent and also to retain 


and compensate employees. 


What is vesting? 

Vesting is a process whereby the 
employee acquires the right to 
exercise the options. It has two 
components: vesting percentage 
and vesting period. The former 
refers to that portion of total options 
granted, which you will be eligible to 
exercise. Vesting period is the period 
on the completion of which the said 
portion can be exercised. 


What is exercise? 
The activity of converting the options 
granted to you into shares by paying 
the required exercise price is known 
as exercise of options. In 90-95 per 
cent of cases, the company fixes 
exercise price based on the market 
price of that particular share on the 
date of grant. Exercise period is the 
period within which you can decide 
to exercise your options. This period 
starts from the date of vesting. 


When do options expire? 

Due to several reasons, options lose 
their validity and then cannot be 
converted into shares. The most 
common reasons are expiry of the 
exercise period or when an employee 
leaves the company. 
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Dealing with Debt 


For many families, loan repayments can get rough and uneasy. So, 
how can one manage one’s loans better. NITYA VARADARAJAN 


AMESH SEHGAL IS A WOR- 

ried man. The bank inc 

eased the 34-year-old 
FMCG retail executive’s home 
loan rates twice in the last three 
years, driving up his monthly 
installment to Rs 16,819, up a 
stiff 29 per cent. When Sehgal 
first took the home loan from 
a well-known new generation 
bank back in 2005, banks were 
offering mouth-watering rates 
of 6.5-7 per cent per annum. 
Now, it’s 11.5 per cent. 

What’s worse, despite three 
years of regular repayments 
amounting to Rs 4.03 lakh, 
Sehgal’s loan outstanding has 
hardly decreased. His Rs 17-lakh 
loan is down to just Rs 16.16 
lakh. At current monthly install- 
ments, Sehgal will take 35 years 
to repay his loan in full, way be- 
yond his original target of 
20 years. "I won't get my prop- 
erty documents even after 
20 years. I will have to ask my 
son (currently three years old) 
to takeover the loan," he jokes. 

Sehgal's plight is no different 
from most home loan takers' right 
now. Interest rates have risen by 
more than 30 per cent in the last 
three years. The easy money pol- 
icy that fuelled the credit boom 
has seen many households get- 
ting burdened by debt. Though 
exact household credit figures are 
not available, many leading banks 
had retail portfolios anywhere 
between 15 and 30 per cent of 
total loans in 2006-07, with a 
marginal increase in the loan base 
in the following year. 


Assess Your Total Loans 
If you find yourself debt-ridden 
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The Loan Ranger 


Select interest rates on different types of loans. 


HOME LOANS (Floating) 
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Interest rates (20-year loan) below Rs 20 lakh as on Nov. 26, '08 


CAR LOANS 


Andhra Bank 








Interest rates as on Nov. 26, '08 
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on car, mortgage or any other 
type of loan, take steps to lower 
your (debt) burden and make 
repayments easier on your wallet. 
Among the first things you must 
do is to estimate your total debt 
and calculate how much you still 
owe the banks. This will help 
you assess which loan you can 
eliminate first. The next step is a 
basic one: check out the high 
cost debts and see if you can 
shift these to a lower cost debt or 
get a lower interest rate by refi- 
nancing it. 

Sehgal, in fact, opted for re- 
financing of his home loan from 
a public sector bank that offered 
him a lower interest rate of 
9.5 per cent. While the prepay- 
ment did cost him a penalty of 
2.25 per cent of the outstanding, 
Sehgal reckons that, over the 
years, his savings will amount 
to a cool 30 per cent of the total 
net outgo at current rate of int- 
erest. More importantly, it will 
also help him manage his out- 
standing tenure better. 


Know Where You Stand 

To be able to re-negotiate your 
current loan with another bank, 
you need to have a good, clean 
record of monthly repayments. 
You also need to have adequate 
income to be eligible for the 
loan. In fact, during these days of 
credit squeeze, banks will make it 
difficult for you to procure a 
loan. Like Derek Symonds, a 
34-year-old IT professional, 
found out to his dismay. 
Symonds has two ongoing home 
loans and a car loan. But his 
plans for refinancing his second 
house at a cheaper rate got 


rejected because of his high out- 
standing debts. His financiers 
wanted Symonds to rope in another 
earning member or close his out- 
standing car loan dues. The bank 
rejected his plea of co-opting his 
father, who was a pensioner for the 
loan, but were amenable to the sug- 
gestion of his earning wife bec- 
oming party to the loan. 

In fact, knowing the rules of 
lending will help you to maintain 
your financial future. Banks usually 
lend to people whom they assess as 
having good repayment capacities, 
but they limit loan paying capacity to 
a maximum of 60 times your gross 
monthly income for a home loan. 
This amount is reduced further after 
statutary deductions such as income 
tax, PF, and the remaining portion of 
the salary is multiplied by 100— 
which finally determines your actual 
repayment capacity for all loans. 
But wait. Bankers also check out 
your basic eligibility for a housing 
loan by considering two other factors 


DOWNWARD BOUND? 


Home loan rates could ease in the 
coming years. 
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Floating rate loans in per cent Source: BT Research 


| Secured personal loan 
- Car loan 


a | 


and finally sanction a 
loan that is the least 
of the mentioned cri- 
teria, including rep- 
ayment ability. If your 
income is under Rs 1 
lakh per month but 





Finerva Financial 
Solutions: “Your 
banker is in the best 
position to evaluate 
how much loan you 
can take. Listen to 
him, and don’t over- 


greater than Rs step this limit.” 

20,000, then you are AG Some individuals 
ac Abre Pes. "Your banker [5 in the ከድና have — tiem- 
oan, which would be best position to selves at t ie receiving 
approximately 48 end because they bor- 
times the gross salary. evaluate how much rowed from multiple 
The market value of loan you can take banks and overstepped 


your property is also 
assessed and the loan 
amount determined af- 
ter deducting a 15 per cent margin. 
The least of the three calculations is 
taken as the amount of loan that 
you can be entitled to. 

If you are in the high income 
bracket, this could be relaxed a 
bit at the discretion of the bank. But 
for your own financial health, it’s 
best not to extend your borrowing 
limits. Says J. Karthikeyan, Director, 


THE TRUE COST OF LOANS... 


Type of Debt 






Interest Rate (%) : 











Housing loan 


J. Karthikeyan/ Director 
Finerva Financial Solutions 


borrowing limits. This 
turns into a double 
blow when interest 
rates rise significantly, stretching, the 
already strained finances and inc- 
reasing the chances of a default. 
Says Mukund Hari Jachak, Head 
(Retail Lending), Bank of Baroda, in 
Chennai: “Bankers check a person’s 
CIBIL rating as well as his credit card 
statement, and also other bank acc- 
ounts. Any defaults will impact his 
ability to borrow more.” 
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PAY OFF HIGH INTEREST DEBTS: This will me ease your total interest costs. 


Credit card debts are twice as expensive at around 50 per cent per annum, 


EXTR to personal loans. 
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ividuals can also boost 

their incomes by working 

additional hours or 
moonlighting. 

If you need to tide 

over a short-term cri- 

sis, use existing as- 

sets as collateral. 

“We recom- 

\ mend an asset- 

based borro- 

=] wing for per- 

b / sonal debts,” 


Convert to Low Cost 
The next step you should do is 
to evaluate the cost of loans 
and convert to a low-cost loan, 
wherever possible. If your 
credit card debt runs into five 
figures and you still haven’t 
managed to reduce it, convert it 
into a personal loan. Credit 
card debt is the costliest form of 
debt with interest rates as high 
as 50 per cent per annum. To 
see how serious a credit card e 
loan is, let us assume you have ከ ር ን SSE NZ ” / says Karthi- 
a loan outstanding of Rs 1 lakh. — — moa N ቭ ምጭ Z keyan. In fact, 
If you pay Rs 5,000 a month k Hs 406; s c borrowers can use 
towards principal, your loan bank overdrafts as 
gets closed in 20 installments. interest is charged only 
But as you are paying an int- on the amount you bor- 
erest of 3 per cent per month, it row and there is no ques- 
will take you 38-40 months to tion of an EMI on the en- 
close the debt. tire value of the asset. 
According to banking This works out well on 
sources, personal loans can / ‘car overdrafts’, for ins- 
be negotiated on a case- tance. If your car is worth 
to-case basis with a bank. Rs 7 lakh, and you are 
Credit card loans can also ; eligible for a loan of Rs 
be easily converted to "أ‎ 5.6 lakh (after the bank 
personal loans at half the V deducts the margin), you 
yearly interest rate. But N ራፊ y Î need not borrow the 
don’t refinance your home, E EE CREE NR ጋ |» entire amount on day 
in case you are mortgage-free, ` Nd nc ከ1661 of XX one—but draw on sums 
to clear your credit card dues. as you require them. 
Jewel loans availed by 
pledging the family gold 
with a bank also comes 
in handy as the interest 
charge on these is slightly 
lower than a car loan. 
Usually banks give loans 
of 75-80 per cent of the 
value of jewellery. 
So, managing your 
debt in this downturn as- 
sumes importance bec- 


لا 


Prioritise Your 
Repayments 
Your home loan is probably 
the most important loan for 
which you must always keep at 
least three future monthly ins- 
tallments in emergency funds. 
Car loans carry an interest rate 
of around 11.5-12.5 per cent 
these days. But if you can free 
up this asset by using some 
spare cash in your savings ac- ause of the uncertainties 
count, go for it. The interest አና AEA ER الوا‎ EE A involved. And remember, 
rate in your savings account it’s easy to get into debt, 
is merely 3.5 per cent, so it makes general interest rate for deposits is but getting out of it takes time, lot 
sense to pay off a 12 per cent car higher than your car loan rate, it’s of planning and some sacrifice to 
loan. On the other hand, if you not prudent to close your car make loan repayments your pri- 
have, say, a fixed deposit that pays loan,” says Karthikeyan. ority. If you manage this well, it 
you 12 per cent instead, don't Use any extra cash that you will sooner or later result in a 
close your car loan yet. “If the receive to pare down debt. Ind- secure financial future. 
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XAVIER INSTITUTE OF SOCIAL SERVICE, F 


(Recognised by All India Council for Technical Education) 
Nurturing Professionals with a Difference since 


ADMISSION NOTICE : 2009-2011 


[XISS is one of the premier Management | XISS has grown as a Lead À 


schools of the country engaged in|NGOs in Capacity Building, 


developing professionals with a difference. | Development, Research and Consult 





"EE Vau s - | we 5 ከ... 
XISS BUILDING CLASS ROOM COMPUTER ROOM LIBRA 
Applications are invited for the 2 Year full Time Post Graduate Diploma Courses in - 
1. Personnel Management 2. RuralDevelopment 3. Information Management 
4. Finance Management 5. Marketing Management. 






Application Form and prospectus of XISS can be obtained from the XISS enquiry | 
counter from October 2008 to 7th March, 2009. Also Form can be downloaded from XISS website : | 
http://www.xiss.ac.in . Last date of submission of Application Form : 14th March, 2009. | 
SII EM Admission to the courses are open to Graduate who have completed the three years of | 
Bachelor's degree or equivalent in any discipline recognized by a University or Deemed University. Those | 
completing their final examination by June 2009 may also apply. x 


SUS CAR SU EILLILUEÉE General Candidate - 30, Reserved - 20 


roup Discussion and Personal Interview (GDPI) schedule: 


ቀ Tentative date of Publication of GD & PI schedule : 28th March’ 09. 
¢ Tentative date for GD & PI: 14th April - 18th April’ 09. 

¢ Tentative date of Publication of result 1st week of May' 09. | 
LEIA The Xavier Institute of Social Service (XISS), Ranchi was started in 1955 with the objective of training | 
young graduates for Social Work, Personnel Management, Business Management and Rural Development, | 
In 1973 the Institute was registered under the Societies Registration Act XXI of 1860. Over the years 51255 has | 
developed its own distinct identity, and intends to train ‘Professionals with a Difference’, i.e. Professionals who | 
are attuned to the deeper aspirations of the common people for justice, who see their training as a preparation for | 














true service in society and who believe that their own human growth and happiness is intrinsically linked with | 


development. | 


Platte Well stocked library containing 34,000+ books, Journals, encyclopedias, magazines, 
Computer Lab with more than 100 terminals, Laptops, Wi-Fi Campus, 24 hrs. Internet Connectivity through ] 







hostels for Boys & Girls, Cafeteria, Play Ground & Common Rooms etc. PVP 
For Further details-Contact : Admission Co-ordinator-XAVIER INSTITUTE OF SOCIAL SE 
Post Box No. 7, Dr. Camil Bulcke Path (Purulia Road) Ranchi-834001 (Jharkhand) 1 
Phone : 0651-2200873, 2204456 e Fax : +91+651-2213381 © E-mail : xiss@xiss.ac.ine@ Web : Mi 














Downturn? Insurance 
Spawns a Spurt in Jobs 










and 
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Insurers believe the financial crisis has reduced 








UVAUVS NAWVY 


the cost of manpower and 


real estate—which they are keen to acquire for future growth. 


down and at a time when virtu- 

ally every sector is cutting down 
on hirings, insurance seems to be 
standing its ground. What’s more, 
the Mumbai terror attack, and the 
ones before it, will only increase the 
demand for insurance. 

Says Rajesh Relan, Managing 
Director, MetLife Insurance India: 
“We have always seen in the times 
of high insecurity, purchase deci- 
sions of prospective customers be- 
come faster.” Little surprise then, 
several private players—both life 
insurance and general insurance— 
are on track with their recently 
rolled-out plans for hiring in 
the next two-three years. 

Sample these numbers. 
Max New York Life 
Insurance, which currently has 
around 15,000 frontline man- 
agers, has put in place plans to 
increase its headcount to over 
25,000 by 2011. It will also 
strengthen its agent network 


[፦ IS IN THE GRIP OF ላ SLOW- 
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from 61,000 now to over 300,000 
during the period. 

Up for grabs at MetLife India 
are openings for about 3,000 front- 
line managers and 30,000 agents 
over the next two months, thanks to 
the private insurer’s expansion plans 
in India. Bharti AXA Life has more 
than 5,000 employees at present 
and plans to hire an additional 
4,500 by March 2009. 

But, why is the insurance sector 
so sanguine in these times of down- 
turn? Explains Rajan Kalia, 
Executive VP & Head (HR), Max 
New York Life Insurance: “Life in- 
surance business is one of the most 


"Even if there is a 


Rajan Kalia, 
Executive VP & Head (HR), 
Max New York Life Insurance 


downturn, the demand 
for insurance products 
will remain positive" 


promising industries in India 
today. According to market esti- 
mates, the market size is expected 
to touch $52 billion in 2010, from 
$35 billion in 2007-08, a jump of 
nearly 50 per cent." 

It doesn't just end here. Even in 
the current turbulent times, the 
growth rate of private players has 
been impressive. Priya Ranjan, 
Director (HR), Bharti AXA Life 
Insurance, reels off some numbers. 
From April-September, the industry 
has witnessed a growth rate of over 
3 per cent. During the same pe- 
riod, private players have grown 
at 55 per cent, marginally less than 
the 62 per cent growth rate 
till August 2008. 

Private players, which ac- 
count for 40 per cent of the 
market share, have notched 
up decent growth numbers 
compared to market leader 
Life Insurance Corporation, 
which has shrunk 35 per cent 
during the same period. 


“I think even if there is a downturn, 
the demand for insurance prod- 
ucts will continue to remain posi- 
tive,” says Kalia. 

The terror attacks in Mumbai 
are likely to propel this demand. 
Says Milind Joshi, Senior Vice 
President (Operations & Claims), 
Bharti AXA General Insurance: “In 
the wake of the terror attacks, peo- 
ple will demand upgradation in ex- 
isting terror insurance products. As 
a result, companies will also try to 
upgrade or develop new products as 
per the needs of customers.” 

At insurance companies, most 
openings are in Sales and 
Operations. Says Pradipta Sahu, VP 
(Sales HR), Bharti AxA General 
Insurance: “Sales professionals, 
which account for almost 80 per 
cent of the total workforce, are the 
people who drive growth for insur- 
ance companies. As the insurance 
sector is growing at a fast clip, pen- 
etration into new geographies needs 
augmentation of the sales force.” 

Bharti AXA General Insurance, 
which has nine branches across the 
country, is planning to expand its 
network to around 29 branches by 
the end of the current financial year. 
It is also planning to increase its 
headcount from 500 now to over 
1,900 during the period. 

According to industry experts, 
easing of regulatory norms may not 
only attract new global players to en- 
ter the Indian market, but also drive 





WHO'S HIRING: Both life insurance and general insurance companies. ICICI 
Prudential Life Insurance, HDFC Standard Life Insurance, Max New York Life 
Insurance, Tata AIG Life Insurance, MetLife India Insurance, SBI Life 
Insurance, Bharti AXA, Bajaj Allianz, and Reliance Life, among others. 


WHO'RE THEY HIRING: MBAs in Finance and in Marketing, PG Diploma 
holders in Insurance Business Management, and in some cases, plain graduates 
with 2-5 years of work experience in related industries. 


AT WHAT LEVELS: Unit Managers (1-4 years of experience), Branch 
Managers (5-6 years of experience), Area Managers (6-7 years of experience), 
Regional Managers (8-10 years of experience) and Zonal Managers 


(10-15 years of experience). 


AT WHAT SALARIES: Unit Managers start with salaries between Rs 2-3 lakh 
per annum. Branch Managers can command between Rs 6 lakh and Rs & lakh 
p.a. Area Managers can earn around Rs 13-15 lakh p.a. A Regional Manager 
gets remuneration upwards of Rs 20 lakh annually while a Zonal Manager is 
paid in excess of Rs 40 lakh yearly, excluding perks and other benefits. 


WHAT ARE THE NUMBERS LIKE: The industry currently employs around 3 
lakh professionals. With strong demand and high attrition rates, it is expected 
the industry would hire 60,000 professionals over the next one year. 


existing players to step up their base. 
From a single company a decade 
ago, there are 22 active players in the 
market today. While the urban mar- 
kets continue to be a major con- 
tributor to the growth, the next step 
forward for the insurance players 
will be to tap smaller markets. 
Insurers say that given the slow- 
down, the acquisition of essential re- 
sources such as manpower and real 
estate has become relatively cheaper. 
But it’s no gravy train. As the in- 
surance companies plan to expand 
their operations across the country, 


they may require huge amount of 
foreign capital. Says Ronesh Puri. 
Managing Director, Executiv: 
Access: “In order to grow, all in 
surance players will require con 
stant capital infusion. Any delays 
from government in raising the 
cap into the sector could hamper 
the growth process." Other factor 
that could stymie the growth are 
consumers' loss of trust in private in 
surers in the recent days due © 
some of the big industry players 
(like AIG) going bust. 
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D. Balaji and i 





Business 


ideas 
That Work 


At a business plan contest 
in Chennai, participants whip 
up innovative ideas, but fall 


can 


VCs 





short on pitching it right. Surya Narayan Lenka/ 
NITYA VARADARAJAN Entrepreneur/ Kanpur 
SS IDEA: 
NOVEMBER 25, 2008 posit: a technology that 
Chennai | would reduce the ash conten 
N A DAMP TUESDAY MORNING, in coal; to Set Up t 
photographer Keshav Raj and I Bokaro, close to steel plants. 


are in the hallowed film studios vcs’ VERDICT: | 
idth 

of AVM—not to watch a film- {twill provide the bandw 

shoot, but to attend a business plan compe- needed to ^ “a 

tition being organised by Loyola Institute management team 


of Business Administration along with The 
Indus Entrepreneurs (TiE), Chennai Chapter, 
and venture capital fund IDG Ventures. 

Of the 200 odd business ideas sent from all 
across the country, the institute has handpicked 10 for the 
final round. At stake is angel funding from TIE and as 
much as $500,000 in the form of fund infusion from IDG. 

The contest is a deviation from the regular B-school 
business plan competitions. It’s also open to outsiders 
with one condition: you need to have an enterprise and 
should be looking for funding beyond the seed stage. At 
the day-long event, it becomes apparent that if the 
dotcom boom had many entrepreneurs who only had 
ideas and no business plans, eight years down the line, 
models for execution have definitely improved and 
they are not pureplay Internet ideas either. 

Sandeep Senan, a 25-year-old techie from Bangalore, 
is among the chosen entrepreneurs and has landed 
up in Chennai with an idea centred on technology 
and education. He has developed a Binary Intelligent 
Box or Bi-Box, which doubles up as a robotic brain 
when connected to anything inanimate. His target 
segment is young children. The robotic device, Bi- 
Box, has the potential to make even defunct or broken 
toys come alive. For this, the child will have to draw a 
flow chart in his computer, using some very simple guid- 
ing tools that would ‘program’ the toy to do his bidding. 
The flow chart will be the ‘creative’ application of 
the child with delightful results, Senan promises. 
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Anuj Gupta/ BIMTECH/ 
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To setup 4 







Stem cells can | 
the bank by the donor if he 
has banked it privately; others 
can avail the public bank. 


ህርኗ VERDICT: 
Regulatory aspects to be studied: 


The idea is bang on in innovation and technology, 
but falls short on entrepreneurship. The jury of venture 
capitalists advises Senan to come back with a revised 
project plan. Ranjith Menon, Investment Advisor, IDG 
Ventures, eggs on Senan’s idea, saying: “Education is a 
recession-proof sector and the Bi-Box looks very prom- 
ising. It is just that the potential is hugely understated.” 

Next, we meet up with online tuition player 
2tion.com’s G. Sujai from Chennai, who has worked 
briefly as an education consultant in Dubai. His busi- 


bt reporter’s diary 


ness basics seem sound. Sujai has devised a revenue 
model that stays live on subscription collected from en- 
rolling tutors. The tutors, in return, are given an in- 
teractive whiteboard facility on the site. Students can 
choose tutors based on their profile. Thereafter, Sujai 
and his team do not interfere in the pricing transactions 
between the two parties. 

Sujai runs into a glitch with the vcs. Says J. 
Murugavel, Founder and CEO of Consim Info (better 
known for his website Bharatmatrimony.com): 
“2tion.com is a good idea, but loses out because it 
does not have team strength, even though it did appear 
strong on implementation.” 

Undeterred, Sujai says, “With the money made 
from this enterprise, 1 want to set up browsing centres 
across India, charging one rupee for 10 minutes, using 
cloud computing. Even entrepreneurship should 
have a social cause.” 


Crusaders Inc. Sripad V. Rao and Sandeep 


Finally, the team that C. Senan/ Entrepreneurs/ 
wins the cash award Bangalore 

is "n ^o pi معو‎ JUST BUSINESS IDEA: 0 
that. e ennai- Developed a binary intelligent 
based team that hardware that can act as a 


includes D. Balaji, 

Kumar Loganathan 

and Hariprashanth 

Elangovan has devel- 

oped an economical 
prosthetic arm. The 
team has created the in- 
ternal circuitry of the 
arm, which imparts 
electro-mechanical signals to and from the brain to 
make the arm functional. The outer casing needs to be 
customised and outsourced. 

The cost of the arm along with the outer casting 
comes to around Rs 33,000, much lower than Rs 2 
lakh-plus that the imported substitutes cost. 

While the presentation does not look at scalability, 
and has drawbacks in terms of material sourcing for the 
outer casing, IDG's Menon says: *I sit on the board of 
a medical devices company and think this project has 
immense possibilities. The team needs proper mentoring 
from a material sciences person and funds to source this, 
but we plan to help out on this." 

The other idea that notches up the Rs 1 lakh cash 
award is “Clean Coal Solutions—Commercial pro- 
duction of Special Chemical for Coal beneficiation 
Process". If he gets the funds, entrepreneur Surya 
Narayan Lenka will set up a facility in Bokaro, close to 
the steel plants. His technological innovation reduces 
the ash content in coal substantially. 


‘brain’ in a toy/ inanimate object 
and is also easy to program. 
VCs’ VERDICT: 

if the recession-proof educa- 
tion sector is smartly targeted, 
it has immense potential. 


Lenka candidly admits that though he has the tech- 
nical capability and understands the market potential 
(including challenges to his business), he does not 
know the nitty-gritties of setting up an enterprise, and 
running the outfit. “I definitely need guidance on 
management aspects,” he says. 


Work in Progress 

The team from Birla Institute of Management 
Technology, Greater Noida, is gung-ho about set- 
ting up a stem cell facility. Team member Anuj Gupta 
says that his business plan looks at both public and pri- 
vate stem cell banking and if implemented, it will be the 
first project of its kind in India. 

“Initially, we would need Rs 3 crore and then, 
could scale up,” he tells me as I look on incredu- 
lously. How will the 
team be able to set up 
cryogenic facilities to 
store the stem cells, 
particularly on the 
scale that he is talking 
about, I ask him. 

“Some hospitals will 
help us in this,” he 
says, adding, “I don’t 
want to divulge my 
marketing plans and 
stem cell collection 
ideas.” The team 
walks away with the 
runners-up award. 
The team from 
IIM Ahmedabad has set its sights on affordable 
art. The idea is to set up an online facility, which will 
prominently feature lesser known and fresh artists 
with a low-price tag. “We hope to make at least Rs 65 
lakh in five years,” says Prateek Agarwal. The business 
will take time to scale up, I am told. 

VCs see a lot of possibilities in the business ideas of 
these young contestants. R. Ramaraj, Co-Founder and 
ex-CEO of Sify, who now heads Chennai Chapter of rir, 
says: “Some of the ideas were innovative in a new seg- 
ment, some innovative in a tried environment and 
some like the stem cell project did not discuss the reg- 
ulatory aspects. We find a definite lack of mentoring. But 
if guided well, most of these ideas have great potential.” 

While the ideas of these entrepreneurs varied 
wildly, most shared a couple of traits: They had passion, 
which had taken them this far and they had innovation. 
In the end, IDG’s kitty of $500,000 remained almost in- 
tact not for want of business ideas, but because these in- 
novators lacked entrepreneurial training. Undeniably, 
they got their ideas across. 8 
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Explaining India, 





One Problem at a Time 





Nilekani’s book is wonderfully anecdotal but falls a trifle short 
on analysis, Says SRIVATSA KRISHNA 


ANDAN  NILEKANI'S 
Imagining India 5 a rem- 
arkable book of stories, 


soulful conversations and anec- 
dotes, all trying to explain India, 
its people and its institutions. 
Nandan has the right idea, but ul- 
timately the book does not go 
beyond these conversations and 
insights, and this is where it fails. 
However, India unarguably needs 
educated, honest, middle class 
professionals without famous 
family surnames to play major 
roles in public life and politics. If 
Nandan is preparing ground to 
enter the political realm, and his 
book is a de facto manifesto, 
then this is a welcome move 
which should be supported by 
one and all. Nandan could well 
be one amongst a few vying to 
become India's Obama in 2018. 
The book itself is both exh- 
ilarating and disappointing. 
Exhilarating because it is packed 
with conversations and anec- 
dotes, which, taken together, 
give a fascinating ringside view of 
contemporary India. However, it 
also disappoints because it does- 
n't go very much further than this. 
Nandan has interviewed a slew of 
eminent experts across the spec- 
trum and has, surprisingly, left the 
narrative jarringly conversational 
over large tracts of the book by re- 
peating “X or Y tells me” this or 


(| 
t w 





IMAGINING INDIA 
Nandan Nilekani 
Penguin Books India 

Pages: 380 Price: Rs 699 


that. Instead, what one expected 
from a problem solver of Nandan's 
repute was the extraction of the 
essence of these conversations in 
such a way so as to open up new 
vistas for debate and new ways to 
solve old, lingering problems. The 


single biggest attraction of the 
book is that it repeats a lot of 
facts about India, some of which 
you probably already know— 
but they are melded to wonder- 
ful new stories and anecdotes. 
Here are some questions that 
Nandan's book fails to address: 
For example, why is private in- 
vestment not flowing into infra- 
structure despite the fact that 
most policy barriers to the sector 
have been removed? Is state 
funding of elections or other 
kinds of reforms to the electoral 
system, which lower the financial 
barriers to entry, possible? Can 
political parties introduce a 
salaried class of professionals to 
join their ranks so as to infuse 
ideas and new thinking into pub- 
lic life? If so, how can one make 
these people ‘electable’? How 
can a national smart ID card be 
designed and implemented when 
the challenge is of collecting and 
validating a one billion-strong 
database, which is constantly in 
flux? How do we ensure that 
criminals don't contest elections 
or come to power? What about 
industries other than IT, which have 
flourished post-1991 India, and 
what lessons do these hold for us? 
Tackling some of these key issues 
that face India today would have 
given the book more teeth. 
However, the book has some 


If Nandan is preparing ground to enter the political realm, and his 


book is a de facto manifesto, then this is a welcome move 
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Diamond Harbour Road, Joka, Kolkata 700 


Management Development Programmes 
To Be Held During January, 2009 March, 2009 


Si. x | Programme 
No. Name of the Programme | Director/s 


1. | OR and Modeling Techniques for | 
g Defence Science Executives Prot Sanjeet Singh 


ካሚ ቀላ AMO EAA ae ينه‎ AA AA OA THHAH HIS (0 rae mrs iae AEN يزو لتق اب‎ AA يبن بعر‎ SANTA reri መአ b ALS ANUPAYPAAN 


2. | General Management Programme for | 
Senior and Middle-Level Executives O sub u 










Duration 8 Fees 









January 2 2-4, 2009. | Rs&28000^ | Tata 488, ዘክር 
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Rs, 15,000/- (RO 


Prof. Asish K Bhattacharyya Rs, 12,000/- ጩጨ 


mammae SA HIDHNLAM يجي بع‎ eee tirer gun pa | VER er mr rm m موسج يع بجر‎ LEA Hr አፈ pn 


3. | Finance for Non-finance Executives Prof. Asish K Bhattacharyya January 9-10,2009 | Si 15,000 : oe Tata d HIC 

5 ا‎ PE Prof. Leena Chatterjee | PSU. wa naa Garmin PONE 
[pee | Prof. Sujoya Basu 00 January 12 2 ck Rs. 0 موت‎ » | E ta Hall, ። | 
Product Management in India | Prof. of. Ramanuj Maj Majumdar January 19-21,2009 | As. 20,000/- | Tata b i 
: oss 2 S 2 ea ne ጋ ጋጋ ር. Eust Psal end, B aridis ማሚ: ቹም. | 
inclusive Leadership | Prof. C Panduranga Bhatta | January 19-22, 2009 |. Rs. 28, 060/- | Ta AUC OI 
| Meus | 
| Leadership and Team Building Prof. B. N. Srivastava January 19-23, 2009 | Rs. 30,000/- {NR} | ii di | 
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Prof. Sahadeb Sarkar KE መ... | mo 
9 5 TT Systems Prof. Bodhibrata Nag | | | ad | 
10, | Stategic Thinking for Business Prof. Biswatosh Saha £ | V ይ ከዐ "m 
Leadership Prof. Sushil Khanna N ከ 36000 m” m... € 
11. | Personal Growth and Group Development | Prof B.N. Srivastava January 27-31 31, 2009 009 | 55.300007. |] Ta AC | 
12. | Joint Programme with Price Waterhouse | Prof. Asish K Bhattacharyya | | . | None | 
| Coopers on IFRS - Advanced Module | & Prof. Ashok Banerjee 9 anuary 28 اه‎ E p à | | 
l | | ss January 31,2009- | Ae Re | 
| ኒ 
14. | Organisational Excellence through Prof. C. Panduranga Bhatta ee 2-5, 2009 | Rs.28,000/- | | 
Leadership “hs EN | 
15. | International Financial Reporting ORS IL Rs. 15,000/- (R) | I | 
Standards (IFRS) —- ñ Prof. Hu ርኤ ንቱ ከ 6-7, 0 Rs. 12,000/- (I (NR) | | 
ae E out Prof. Leena Chatterjee | vce | | i 
16. | nnum and TEE nun m | Prof Vidyanand Jha ምን 2 12, 2009 Rs. indi EN. | 
17. | Personal Growth and Group Development | Prof. B. N. Srivastava February 9-13, 2( 2009 . Rs. 30,000/- NM d 
8 | Se ocean አ Management h ን የከ February 12-14,2009 | — 85. 20,000 ነ No 
Marketing Skills for High performance | Prof. Prashant Mishra February 16-19, 2009 | 98 Rs. 30,06 GO 1 1 
E i وا‎ Leadership & Conflict Prof. B. N. Srivastava February 16-21, 2009 Rs, 36,000/- | Tats 
^ : : nan : ° parsemer aonane niaaa tone eater 
21. | Joint Programme with Price Waterhouse Prof. Asish K Bhattacharyya > „anann. | Nor 
Coopers on IFRS uu & Prof. Ashok Banerjee | — S in 30, id e o at 
22. | Finance for General Managers : 


Corporate Financial Reporting Module | Prof. Asish K ساد‎ yA ل‎ 20-21, 2009 | 


23. | Finance for General Managers : 
Management Accounting-Module ቨ 


24. | Business Analytics using Spreadsheets Prof. Bodhibrata Nag February 23-27, 2009 | 


25. | Finance for General Managers : 
Corporate Finance-Module || 


Prof. Asish K Bhattacharyya | February 23-24, 2009 






Rs. 15,000/- (m 
Rs, 12,000 (NR) 





Prof. Asish K Bhattacharyya | February 25-26, 2009 | 




























26. | Leadership Excellence Prof. C. Panduranga Bhatta ! February 26-27, 2009 
27. Knowledge Mangement for Competitive | 5 | 1 February 27, 2009 - 
Excellence Prof. Vidyanand Jha March 01, 2009 ` 
. | Management of Organisational Change | Prof. Vidyanand Jha March 2-5, 2009 
| 25. Management of Creativity and innovation | Prof. Vidyanand Jha . | March 23-27, 2009 
March 30, 2009 - 









30. | Emotional intelligence Prof. ሃም Jha 


April 92, 2009 


For further details please write to : mgrmdp@iimcal.ac.in, Telephone : 91-33- 2467-918: E 


Also please visit our Website : www.iimcal.ac.in/edp 
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poignant stories to tell. 
It talks about how a 
group of fishermen in 
Tamil Nadu accessed 
loans to buy fibre glass 
boats to increase their 
incomes; a poignant ac- 
count of India’s unique 
relationship with the 
English language, an in- 
cisive explanation of 
India’s democracy and 
the school system and 
an expansive analysis 
of the Nehruvian era 
and its challenges. 
Nandan does turn 
a blind eye to some 
facts. He heaps praise 
on Dr N. Seshagiri for 
being the first person 
to expose the bureau- 
cracy to computers, 
while conveniently for- 
getting that Seshagiri 
created a gigantic, inefficient mo- 
nopoly called the NIC, which en- 
sured that not a single e-governance 
project ever saw the light of the 
day; likewise, while talking about 
ICT in India, the various pioneering 





The Inheritors ` 
by Neel Chowdhury - 
Part soap opera, part 
masala business thriller, | 
this is a fictional account - 
ofthe rise of a Marwari 
tycoon. 





| SES, ك‎ 
by Martin Lindstrom | 


Using the latest brain — 
scanning technology, the | 
author offers star ing 
insights on how our | 

-brains respond to ቋር | 


in Andhra Pradesh, 
Gujarat, Kerala and 
Tamil Nadu, such as 
CARD, e-seva, MPHS, 
transport system com- 
puterisation, statewide 
area networks, etc., are 
all conspicuously left 
out in the chapter on 
bureaucrats and IT. He 
correctly identifies land 
as one important con- 


| 
| e-government initiatives 
፤ 
| 
| 
| 


hed he ih ka ስቲ AWA th ch nec ልለ ልጠ یی‎ e بف تت یا ھا ینان ی‎ 


straint in developing inf- 
rastructure, but doesn’t 
problem-solve the issue 
(or explain why it has 
not been a problem in 
Gujarat, AP, Karnataka 
and TN). Nor does he 
mention why so few projects get 
bid out, or why many of those who 
do get bid out fail at the execution 
or design stages. Some minor data 
errors crop up occasionally: Nandan 
says that government infrastructure 


spends fell from 3.7 per cent of 
GDP in the 1980s to below 2 per 
cent in the 1990s, whereas in reality 
total investment in infrastructure 
stood at 5.7 per cent of GDP in 1991 
(its highest ever) and plummetted to 
a 33-year low of 3.3 per cent of 
GDP only in 2003. 

Celebrityhood has its perks. 
Sharmila Tagore held forth on na- 
tional TV on her suggestions for 
changes in the security apparatus 
to protect Mumbai; Suhel Seth is a 


The book is packed with conversations and 
anecdotes, giving a fascinating view of India 


permanent fixture on various talk 
shows, and speaks on a variety of is- 
sues other than advertising, his own 
profession. Likewise Nandan, a soft- 
ware supremo, has weighed in on a 
whole gamut of issues that plague 
India. After reading his book, the 
main issue that lingers in my mind is 
whether unparalleled success in one 
field makes us qualified to hold 
forth on other areas as well. 

The author is an IAS officer 
and these are his personal views 





REVISITING THE CLASSICS 


With big companies slashing costs and small ones facing a cash crunch, 


guerrilla marketing can save the day. 


costs $1,000 (Rs 50,000) an 
hour to get his advice on the 
phone. If people are ready to 
pay that much to talk on the 
phone, you might as well start 
with the book and learn to 


last ¿kD 
MURUS NE Suan GA. Goatees 


se o Mifflin, can boost profits even in a 
b p Conrad downturn. (The focus, he says, 
eds should be on profits and not 





Was big because: Levinson 
showed that big budgets are 
not the only way to success 
in marketing, and his book 
has, since, sold 15 million 
copies in 44 languages. 
Levinson says big ideas 
(imagination) coupled with 
energy, among other things, 


higher sales.) Instead of nat- 
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ional campaigns, he suggested 
tools like visiting cards, satis- 
fied customers and word-of- 
mouth buzz. Instead of exp- 
anding customer base (which 
costs a lot of money), the guer- 
rilla marketer focusses on cus- 
tomer follow-up and retention. 


Why read it now: The wrong 
question to ask when recession 
stares you in the face. Acc- 
ording to Levinson's site, it 


think like Levinson. Tip of the 
day: did any electronics repair 
shop return your gadget rep- 
aired and cleaned? Apparently, 
the cleaning makes the cus- 
tomer happy more than the 
repair job, and that means 
the repair shop can charge 
more than its rivals for the 
same job. Also, the book has 
been updated to fit today's 
world of technology. 


reeineerstotne œv 


Spirit of Success! > cow 


TCO goes 7a, ,. ኤ BAIA 


perstars Shahrukh Khan, Bipasha Basu, Sushmita Sen, hot young actor Ranbir WA f ^ | 
10001, tennis ace Sania Mirza, and director Farah Khan. . they all came together at a 2008 
ght that celebrated spirit, attitude, and the fearless side of fabulous women (and two very 
ecial men!) at the first-ever Fiama Di Wills Cosmopolitan Fun Fearless Female Awards 2008, held on 

e Ist of November 2008, at Mumbai's ITC Grand Central hotel. Raising a toast to women who represent the 

e Cosmopolitan spirit; women who are as fun as they are fearless in the pursuit of their goals, 
)smopolitan honored 16 Indian women and men from the world of Sports, Theatre, Music, Film Direction, 

ing, Modeling, Styling and more. Cosmopolitan chose to invite 14 fun fearless males, ranging from 

permodel Milind Soman to designer Rocky S, actors Purab Kohli and Jimmy Shergill, makeup pro Mickey 
bntractor among others, to present the awards to the women awardees. 


፪ 1 0 B. - L —— 
Mala Sekhri (C00, Lifestyle Division, India Today Group), FFF of Film (Director/Choreographer) Fiama Di Wills Film Actor Fun Fearless Female of 
ditor, Cosmopoliton Magazine) with Shahrukh Khan (Fun Fearless Male of All Time) Farah Khan Bipasha Basu Sushmita Sen 


Category Winners Category 

Fiama Di Wills Film Actor Bipasha Basu Fashion Model 

Film (Upcoming Actor) Deepika Padukone Sports 

Film (Director/Choreographer) Farah Khan Theatre 

Music Shreya Ghoshal Novelist 

Godrej Renew TV Actor Prachi Desai Fun Fearless Male 

TV (VJ) Anusha Dandekar Fun Fearless Male of All Time 
Styling (Hairstylist/Makeup) Adhuna Akhtar Fun Fearless Female of All Time 
Fashion Designer Surily Goel Popular Choice 


Grab the December issuc 


COSMOPOLITAN 


FUN*FEARLESS * FEMALE 
to get a full coverage of the Fiama Di Wills Co 
Fun Fearless Female Awards 200€ 


— x E | 
I! Ill Fo MILEY A GRAND CENTRAL | 
1 I! lI = x ፪ 
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E 5 / 7 Ç 
Ue A PEAMATED! Bale COLOUR Cota Best Shared Mauritius Tourism 
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Count 


A first-of-its-kind study of the wine 
market in India shows that 65 per 
cent of the nation's wine 
consumers live in two cities—Delhi 
and Mumbai—yet the Rs 300-crore mo | 
industry is growing at 25 per cent. E | 


| Major Markets 
፪፪ Winegrowing Regions 
WB Secondary Markets 


DHIMAN CHATTOPADHYAY 


مم 
ሪ‏ 
፻‏ 






Red wines rule the taste buds of Indians 


There were መፍ 6 Indian ወ s in 2000. 
Today, the number has grown to 65 


Indians consume 9.9 niflon litres ot wines 
annually. It will touch 18 million by 2010 


DEEPAK G PAWAR . 
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MANDAR DEODHAR 


WENTY-FIVE MILLION 
Indians are drinking 
wine as you read this 
piece—that’s over six 
times the entire pop- 
ulation of Guinness-drinking 
Ireland. And they are not just 
sipping Indian varietals. Ever- 
ything from the best of Bordeaux 
and Napa Valley to Australia’s 
Jacob’s Creek and Italy’s Gaja 


wines—is now just a walk-to-the- 


liquor-store away. 

But here's what will really light 
up the eyes of wine makers, imp- 
orters and entrepreneurs across 
the world: 25 million is just 
2 per cent of India's population. 
And they consume a mere 1.1 
million cases of wines annually 
(each case contains 9 litres of 
wines). Market watchers predict 
that by 2012, 10 per cent of 
Indians will be drinking wine. 

So, what is fuelling this boom? 
A study conducted by the 
Washington-based research agency 
JBC International at the behest of 
the Wine Institute of California 
(where the cradle of wines in the 
Us—the Napa Valley—is located) 
has analysed the reasons for wine's 
success story in India. 

The report, titled Compre- 
hensive Study of tbe Indian Wine 
Market, says the annual growth 
rate of 20-25 per cent over the 
last six years will continue for the 
next eight years, at least, with more 
and more Indians taking to wine. 

“The JBC International staff 
travelled to India for 21 days to 
conduct a practical on the ground 





research—travelling to Mumbai, 
Bangalore, Delhi and Goa and int- 
eracting with people from all walks 
of life," says James Gore, the prin- 
cipal author of the monograph. 

So, what are Indians drinking? 
" [he tastes and preferences of the 
Indian population err towards still 
wines and, more specifically, table 
wines. À majority of sales has 
stayed on traditional red and white 
wines," says Gore. While the cur- 
rent consumption is 1.1 million 9- 
litre cases at a value of $60 million 
(Rs 300 crore), it is poised to cross 
the 2-million cases mark by 2011. 

It is not that imported wines 
and, therefore, foreign wine mak- 
ers alone have profited from 
India's growing love affair with 
wine. On the contrary, protec- 
tionist policies at federal and state 
levels have meant that cheap for- 
eign wines cannot compete with 
domestic wines. So, while a Sula's 
Dindori Red sells for Rs 700 (app- 
rox.) and is one of the most exp- 
ensive Indian wines, almost all 
foreign wines are priced above 
this. Such impediments, notwith- 
standing, the 80 registered wine 
importing firms in India currently 
bring in over 120 foreign wine 
labels to the country. 

“French wines obviously dom- 
inate the market," says Subhas 
Arora, President, Indian Wine 
Academy. The study confirms this, 
with statistics showing that the 
French, indeed, control 45 per 
cent of the imported wine market 
share. But their dominance is 
being challenged by new world 


IT'S RAINING WINES 


Indian Wine Consumption: Historical 
and Projected (by volume) 
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፳ Total — Domestic W imported 

Figures exclude regional flavoured fruit wines and are 
consumption estimates that indicate the number of 
9-litre cases consumed 









Wine Consumption 
for 2008 According 
to Price Structure 


^ Price per bottle 

*No. of 9-litre cases 
Figures include domestic 
and imported wines 


Ç Upto $10” 


- $10 to $20’ 


— $20 to $30° 


30,000” 


$30and above” 


| A survey conducted on the 
members of a wine club in 

India showed that nearly 50 per 
cent of consumers were women 
and this segment is growing at 
5 per cent every six months 


DECEMBER 28 2008 BUSINESS TODA 143 


bt 


PAWAR 


DEEPAK G. 





back 


THE ዚ 


Import Ma 


South Africa, ( 
New Zealand, 
Argentina 
and Spain 


Italy ` 


Australia — 





wines fi 
which t 
30 per c 
are grow 
ome aw 
other co 

The 
ever, 15 
Sample 
Indian \ 
the nu 
65. Aro 
are loc. 
Nashik, 
In Din 
Nasik— 
per acri 
was solc 

Betv 
players 
Grover 
produc 
wines e 
jected t 
as relat 
block (l 
United 


award: 


144 BUSI 





bt printed circuit 







Print More 


Digital Photography+Photo Printer=Great Sense! 
KUSHAN MITRA 


E CAN SAFELY SAY THAT 
you own a digital 
camera of some sort 


or another. And you probably 
have clicked hundreds, actually 
thousands and maybe tens of 
thousands of images over the 
past few years, which are lying 
scattered all over your computer. 
So, how do you sort things out? 


The First Step 

Download Google’s Picasa 
(http://picasa.google.com) or 
Adobe Photoshop Album Starter 
Edition (http://www.adobe.com). 
Both these pieces of software 

are free and they not only allow 
you to edit away the blemishes 
on images, such as the dreaded 
‘Red Eye’ of flash photography, 
but also play around with 
colours. This can dramatically 
improve an image. None of these 
are as good as something like 
Adobe Photoshop Elements, 
which is a paid piece of 
software but gets the job done 
much better. This software 

also allows you to sort out your 
images better, and if you really 
haven’t named your 

pictures or filed them in proper 
folders, this is a great help. 


and they both handle documents 
and children’s scrapbooks as well 
as pictures. Ink and paper still 
isn’t cheap, but our rudimentary 
math (minus the cost of the 
printer) shows that you can 
pretty much print a picture for 
between Rs 2.50-3.00 each. 

We mean a 4x6 print, of which 
you can get four on a sheet of 
A4 paper. 


The Shop Option 
Of course, you still have choices 
like HP’s Snapfish or itasveer 
which allow you to upload 
images online. Or you could 
always go to a retail outlet where 
you can take your Secure-Digital 
card into the slot or transmit the 
Get a Printer (Rs 8,800) or Canon [4680 images through Bluetooth. Then 
We suggest that you choose (Rs 8,500). These are both highly  simplychoose how you 
between either the HP C4588 capable but inexpensive printers want the image printed. 








Take That, Apple! 


The iPhone3G is a beautiful device but at its pricepoint of over Rs 30,000 it is rather expensive. 
Not as highly priced as Samsung Mobile’s Omnia, which retails for Rs 45,000, but crazy none the less. 


So, when Nokia decided to launch its first proper touch screen device, Nokia 5800, people thought it 
would cost an arm and maybe a leg like the iPhone. But, at Rs 19,990, this device is 

actually affordable. It may not be the best touch screen device in the world, but Nokia has a habit of ^ . 
waltzing into the party late and stealing the show. We like the price and the device isn't that bad either. 


146 BUSINESS TODAY DECEMBER 28 2008 


bt treadmill 








the gym, you are familiar with 

the ‘cheat biceps curl’. This is be- 
cause most lifters, more men than 
women, like to curl as much weight 
as they can. As a result, they end up 
swaying their upper body back and 
forth, like one of those dunking- 
bird pendulums you find in nov- 
elty shops. Not only does this look 


I: YOU ARE LIKE MOST PEOPLE AT 





A. CURL FOR STRENGTH 


stupid, it’s a good way to throw 
your back out of gear as well. 

In Part 2 of our Killer Biceps 
series, we list out two Men’s Healtb- 
endorsed ‘cheat curls’ that help build 
strength and power, along with size, 
of course. The first (A) makes use of 
falsely made oversize grips that will 
help you add more iron to your 
arm workout, and more muscle to 


Cheaters Prosper: Build Killer Biceps 





your arms. The second (B) shows 
you how to lift extra-heavy and fast 
without losing form. By focussing on 
speed and strength at the same time, 
you'll work on your deepest, largest 
muscle fibres, a process that helps cre- 
ate thicker, denser-looking muscles. 

Whoever said cheaters never 
prosper sure didn't know what he 
was talking about! 


The following two exercises utilise towels to create oversize grips, which force your forearms to work harder than usual. Try the 
workout below twice a week for three weeks. When you switch back to your normal grip, you'll find you're stronger than eve: 
Do 3-5 sets of the first exercise, then 3-5 sets of the second exercise. Rest 90 seconds after each set. 


1. Fat-grip Barbell Curl (4-6 reps) 
Wrap two hand towels around a barbell 
and grab the towel-wrapped bar with an 
underhand, shoulder-width 
grip. Hold the bar at 

arm's length in front of 
your thighs. Without 
moving your upper arms 
forward or changing your 
posture, slowly curl 

the bar as high 
as you 

can. Then, 
without paus- 
ing, take 

three seconds to lower 
it back to the 

starting position. 





B. CURL FOR POWER 














2. Dumb-bell Towel Curl (4-6 reps) 
Loop a hand towel around each handle of a 
pair of dumb-bells and hold the weights by 
grasping the ends of 
each towel. Hold the 
dumb-bells at arms 
length next to the sides 
of your legs, your 
palms facing each 
other. Without moving 
your upper arms, slowly 
curl the dumb-bells as 
high as you can. Then, 
without pausing, take 
three seconds to lower 
them back to the start- 
ing position. 





——————— ክክ ቃታ» . ክሊ. 





Use this power cheat curl to get the benefits of heavy, explosive arm curls, without the danger to your lower back. Do 4-5 sets 





1. Dumb-bell Power Cheat Curl (2 or 3 reps) 

Grab a pair of heavy dumb-bells and hold them at arm's length next to your sides, 
your palms facing each other. Lean forward at your hips and bend your legs until 

the dumb-bells are next to and in line with your knees, or just above them. Now, cur! 
the dumb-bells, push your hips forward, and straighten your legs all at the same time, 
until you're standing upright and the dumb-bells are almost resting on your shoulders 
Lower the dumb-bells back to the starting position and repeat. 





JAMAL SHAIKI 


 Merisealth | 1 


Jamal Shaikh is Editor, Men's Health. You may write to him at jamal.shaikh@intoday.com 


Caveat: The physical exercises described in Treadmill are not recommendations. | 
Readers should exercise caution and consult a physician before attempting to follow any of these 
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bt event 


ACUMEN 2008—EAST ZONE 


Eastern Approaches 


The BT Acumen 2008 eastern zonal finals again proved that Kolkata is the hot 5 
debates and quizzes, as the best of B-schools fought it out. SOMNATH DASGU 





Mental wrestling: Quizmaster Harsha Bhogle and 


participants of the Quiz round 


ITIBANK’S BOARD WAS REP- 
E orted to be thinking of re- 

placing CEO Vikram Pandit 
and General Motors was consider- 
ing filing for bankruptcy. But on 
Saturday, November 22, as these 
events took the global centrestage, in 
Kolkata, the best of eastern India’s 
B-schools had gathered at the Indian 
Institute of Management Calcutta 
(IIM-C) to fight for a place at the 
national finals of BT Acumen 2008, 
India’s only national B-school debate 
and quiz event. 

Among the participants at the 
two-day event, co-sponsored by the 
Aditya Birla Group and moderated 
by the self-effacing Harsha Bhogle, 
were IIM-C, XIM Bhubaneswar, XLRI 
Jamshedpur, IFT Kolkata and Praxis 
Business School. 

The first debate semi-finals pit- 
ted XLRI’s Shrikanth Thunga and 
Vineet Sharma against XIM-B’s 
Shashank and Jojo Jay Mathew. 
The topic: Barack Obama’s presi- 
dency is good news for industry. 
With XLRI Jamshedpur speaking for 
the motion, Vineet said Obama’s 
plans for the economy contain hid- 
den opportunities for Indian com- 
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panies, especially those in infra- 
structure and metal, generic drugs 
and consumer goods. 

Speaking against the motion, 
Jojo of XIM-B said Obama’s focus 15 
on the us middle class and the lower 
income group, and his tax breaks 
will be aimed at local jobs and so 
cripple the BPO industry. 

Among the judges were Niladri 
Roy and Ajay Sinha of the Aditya 
Birla Group and Mahesh Motwani 
of Initiative Media. 

At the second semi-finals, 
Abhishek Nagaraj and Saurabh Bajaj 
from IIM-C faced Cheishta Katyal 
and Apurva Harsh from IIFT over 
the topic “Sustainable development 
is only marketing jargon and cannot 
be implemented in the real world”. 

IIM-C spoke for the motion, 
but Cheishta and Apurva of IFT 
survived the gruelling battle to move 
up to the zonal final and face Jojo 
and Shashank of XIM-B. 

The motion: Indian companies 
should be allowed to downsize 
workforce in order to survive a 
slowdown. Cheishta, speaking for 
the motion, said a recession spares 
no one as demand slumps and 


Debate winners: Apurva Harsh and Cheish 
IIFT Kolkata with compere Puja Yadav (cer 


excess Capacity appe 
She said compan 
boom and bust cycl 
ways recruit afresh v 
omy looks up. C 
Apurva’s argument: ር 
no problems with p: 
that induce them n 
this should not be tui 
ing legislation becau 
nomically unfair". 
The ኣርዩ Jojo s 
tion is not about sur 
tion is about showin 
The IFT team of 
Apurva won over t 
are headed into the ١ 
The second place w 
Shuhant of XIM-B. 
Among other e 
B-school quiz, the 1 
Ram Shankar and She 
were the winners, wt: 
ners-up being Subh: 
Vishwas Mysore of 
followed by Manoj 
Titash Bannerjea of I 
Singh Bhatia and Aurt 
of Praxis. In the Ah 
winners were Jayasl 
and Sudeep Chatter] 





bt people 


“The Biggest Concern for 
Us Is the Asian Market” 


R. MUKUNDAN, 42, will be one of the youngest 
Managing Directors of Tata Chemicals when he 
takes charge of his new assignment from the current 
4 Managing Director, Homi Khusrokhan, who retires 
December-end. In a chat with BT, Mukundan shares 
the challenges for the company and how he plans 
to take them on, especially in the us, where the 
company bas acquired a chemicals firm. Excerpts: 


What are the challenges for you in the new assignment? 
The challenges are three-pronged—to maintain 
revenue growth at a time when customer-end 
(users of soda ash) industries are slowing down, to 
protect the profit margins and also keep the new 
initiatives like bio-fuel business going. 
How do you see the international business of Tata 
Chemicals performing in the wake of slowdown, 
especially in the US? 
Luckily for us, our international assets have done 
well. Our biggest concern was the high freight 
rate, but this has fallen sharply in the last few 
months. In our business, freight cost is more than 
the energy cost, but the freight market has fallen 
sharply compared to the energy market. 
European markets are doing well for us. 
Will the US slowdown affect the business of 
General Chemical Industrial Products, the 
company acquired by Tata Chemicals? 
There would be a slowdown and we ex- 
pect the Us slowdown to affect the de- 
mand in the local market by 10 per cent. 
But this will be compensated by the de- 
mand from Latin-American markets. 
So, where is Tata Chemicals 
affected then? 
The biggest concern for 
us is the Asian market as 
the Chinese products' 
prices are lower. 
How do you com- 
pare the current 
slowdown for 
Tata Chemicals 
vis-à-vis the pre- 
vious one in the 
mid-1990s? 
It is a challenging 
environment (at pres- 
ent), but we have com- 
petitive assets and this 
should help us. 
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Million-dollar Arm 


WHAT WOULD YOU GIVE FOR A SHOT AT US MAJOR LEAGUE 
Baseball—an arm perhaps? Well, that's exactly what 
RINKU SINGH, 20, and DINESH PATEL, 19, gave at a 
competition organised in India—the Million-dollar 
Arm contest. The duo was selected from among 
37.000 entries to win for themselves a chance to 
play for Pittsburgh Pirates, a Major League Baseball 
team. While Singh was the winner for the $100,000 
(Rs 50 lakh) bounty, Patel showed enough promise to 
be airlifted to Los Angeles, California, where the duo 
is undergoing extensive training in pitching tech- 
niques. “The first step is to get into the minor league, 
for which there will be a spring training starting in 
February 2009, lasting two months," says Patel. Singh . 
admits it's a lot of hard work. The former national level 
javelin throwers from Uttar Pradesh, however, are not 
complaining—stardust, as they are now aware, 15 
theirs for the asking. 


Tryst with Terror 


BRITAIN’S HIGH PROFILE ASIAN BUSINESSMAN SIR GULAM 
NOON was in Suite 361 of the Taj Mahal Hotel on the 
night of terror attacks in Mumbai. Exactly one week 
later, he says, he is still “mentally bruised”. Sir Noon, 
72, was trapped in his room along with five others till 
6 a.m. the next day when firemen saved them all. He 
can’t thank Mumbai’s firemen enough for this. Born 
and brought up in what was then Bombay, Sir Noon 
is the “Curry King” of Britain, selling 1.5 million 
readymade Indian meals a week in Britain through 
Noon Products that he founded in 1987. This 
Member of British Empire (MBE) is a compulsive 
food aficionado, but that’s hardly on his mind at the 
moment. “This was an attack on our prosperity and 
peace,” he says. A frequent visitor to India for the last 
28 years, Sir Noon is sure Mumbai will perk up in no 
time. “Mumbaikars are as resilient as Londoners | B : f B kf t 
were at the time of 7/7," he says and promises tobe | USINESS O l'eaKTas 
back in the city of his dreams early next year. | IN MANY PARTS OF THE WORLD, THE MOST Pi 
meal-time at the ubiquitous golden 
McDonald's is breakfast, but it has take: 
12 years to start serving a breakfast menu in 
“You can't just start breakfast. We ar 

menu place and every addition to our menu 

of planning involved," says the 53-year-old vikgA? 
BAKSHI, Managing Director, Connaught 
Restaurants, McDonald’s joint-venture part 
India. But will Indians like to have an America 
fast-food breakfast? “We certainly believ: 

menu 15 set to be a high-protein menu 

start of the day. Over 90 per cent أن‎ 

breakfast, I am sure our breakfast offering 

cessful," he says. Well, it might, beca 
McDonalds’ other submissions to Indian tast 
breakfast menu in India has been adjusted to i: 
vegetarian fare as well, the first time anywh« 

world. “We are on a trial run right now, but ነ 

roll this out in a few months," says Bakshi, wh 
rustled up another staple from international market 
—Chicken McNuggets—for McDonald's Indi 





AMIT KUMAR 





Reaching for the Sky 


SKIING IS HIS PASSION, BUT AVIATION, HIS CALLING. COME FEBRUARY, MARCEL HUNGER- 
BUEHLER, 58, the present COO of Bangalore International Airport (BIAL), is poised to step C. 
into the shoes of the outgoing CEO Albert Brunner. An aviation expert, Hungerbiiehler 1 سنا‎ 
headed Swissport Zurich, the largest ground handling company at Zurich Airport, in Y : 
his last assignment. In the last two years that he has been with BIAL, the Swiss national A Í 
has had first-hand experience of the hurdles an infrastructure project has to surmount W. F 
to reach fruition. Yet, he looks at the future with hope and determination: “I am con- | 7 
vinced this airport is well on its way to become one of the leading airports in oper- 
$ ational efficiency in the country.” Cross-country skiing, it seems, will have to wait. ኒ 1 
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The Iron Man 


HERE’S AN ANECDOTE 

| about Sardar Vallabh- 
bhai Patel, the first 
Home Minister of India. In 
1909, his wife was hospitalised 
with cancer and, despite sur- 
gery, passed away. Patel, a 
lawyer by profession, was in 
the middle of cross-examining a 
witness when a note informing 
him about the death of his wife 
was handed to him. Patel, leg- 


NAME: KARAMBIR KANG 
AGE: 40 
DESIGNATION: General Manager 


COMPANY: The Taj Mahal Palace 
& Tower, Mumbai 6. 





end has it, read the note, pock- 
eted it and continued with the 
cross examination. He won the 
case. It’s tenacity like this that 
had won him the epithet, the 
“Tron Man of India”. 

The Taj Mahal Palace & 

Tower’s General Manager, ፻፻ 

_-Karambir Kang, displayed a | 

| similar dedication to duty and superhuman resolve when he continued to supervise 
rescue operations for over 60 hours despite losing his immediate family in the recent 
terror strikes in Mumbai. Wife Nitti (38), sons Samar (14) and Uday (5) perished in the . 
fire that gutted several suites and floors of the hotel. 

In fact, when Tata Group Chairman Ratan Tata asked him to get some rest, Kang 
pleaded to stay at the scene and help with operations. Speaking to CNN, Ratan Tata said 
that when he had offered his condolences, Kang had replied: *Sir, you know, we're go- 
ing to beat this. We're going to build this Taj back to what it was. We're standing with you. 
We will build this thing back. We will not let this event take us down." It's courage like 
this that's going to get the battered city back on its feet. 

A man with 17 years of experience in the hospitality industry, Kang took charge of The 
Taj Mahal Palace & Tower as General Manager in November 2007. The hotel was 
recognised as the world's best business hotel by Condé Nast Traveler UK in 2008. 

On the popular networking site Linkedin, a management trainee at The Taj Land’s End, 


rack your 


tocks on who has worked with Kang, wrote a recommendation for his former boss, on November 

| 17th, 2008—just 10 days before the attack. “He is a great person, a talented individual, 
very helpful and more than just a General Manager. (He is) very easy to approach, has great 
ideas, and is willing to listen and help at any time,” the trainee wrote. The last phrase, every 
word of it, as we know now, is true. 88 
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www.airindia.in 


| i Great food, Luxurious flat bed, Brand hew aircraft £ wore... 


4 


E tried the Air India? 
«STAVE you new /ገ/ lA! 
n > 

H « 

| . From Mumbai, daily non-stop to New York. Daily to Frankfurt & Chicago. From Delhi, daily non-stop 
z to New York & London on brand new Boeing 777 aircraft. Fully flat beds in First & Executive Class, more leo 


E | 
ነ .. room in Economy. Finest wines & delectable international cuisine. A choice of 400 hours of entertainment. 






|... Personal TVs and power insert for laptops on every seat. New fleet being rolled out progressively 


|. network-wide. Come, try the new Air India. 
2 
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Legacy apps. Faulty data. Redundant silos. In banks all around the world, millions 
of dollars are tied up in outdated, patchworked systems. IBM has helped financial 
institutions reduce these operating costs by an estimated 20 percent, freeing up 


Capital to create leaner, more efficient business processes focused on growth. 
Start streamlining at ibm.com/doing/in/oanking STOP TALKING START DOING” 


y be 


T M 


MUM] 
need Hd 
| Moin 


Eai ee 


or other countries. Other company, product and service names ma 


^ 
"- 


4 rf or before. 


IBM, the IBM logo, ibm.com and STOP TALKING START DOING are registered trademarks or trademarks of International 


Business Machines Corporation in the United States and/ 
trademarks or service marks of others. © Copyright IBM Corporation 2008: All rights reserved. 





